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AICPA and NASBA Issue Draft
The act is designed to 
advance the goal of 
uniformity across all 54 
jurisdictions governing 
accounting
The AICPA and the 
National Associa­
tion of State Boards 
of Accountancy 
have issued an 
exposure draft of a 
Proposed Uniform Accountancy Act. An 
update of the 1984 AICPA/NASBA Model 
Public Accountancy Bill, the uniform act seeks 
to eliminate the differing requirements in 54 
jurisdictions governing CPA certification, 
reciprocity, temporary practice, and other 
aspects of state accountancy legislation that 
constitute artificial barriers to the interstate 
practice and mobility of CPAs. Prepared as a
Accountancy Act
single piece of legislation that could be adopted 
in place of existing accountancy laws, the act 
also could be amended so that parts could be 
added to existing laws.
To order a copy of the act, write to the 
AICPA Order Department, P.O. Box 1003, 
New York, N.Y. 10108-1003. Ask for product 
number G00402. The first five copies are free.
Address comments to the AICPA State 
Legislation Department, 1455 Pennsylvania 
Ave., N.W., Suite 400, Washington, D.C. 
20004-1007 or to the National Association of 
State Boards of Accountancy, Inc., 545 Fifth 
Ave., New York, N.Y. 10017-3698. The com­
ment deadline is June 30.
Accountancy Groups Seek Changes in Education
More emphasis on 
teaching and a 
better balance between 
teaching and research 
are catted for
Significant changes 
are needed to pro­
vide the kind of 
education that will 
prepare students to 
become professional 
and business leaders in the next century, repre­
sentatives of accounting firms and accountancy 
organizations agreed during a meeting Jan. 11. 
Organized by the AICPA, the meeting was 
called to begin fulfilling the objectives of a
position statement adopted by the AICPA 
governing Council in October that calls for 
similar changes in education.
Saying the accounting profession should 
support the need for a greater emphasis on teach­
ing skills and a better balance between teaching 
and research, the group agreed to form task 
forces and ask their respective boards of directors 
for support. A second meeting is planned in 
August to organize a more formal consortium to 
work for change in higher education.
AcSEC Releases Exposure Draft on Accounting for Foreclosed Assets
The AICPA’s 
Accounting Stan­
dards Executive
Proposal provides 
guidance for financial 
reporting of foreclosed 
assets after foreclosure Committee (AcSEC) 
has issued an expo­
sure draft of a proposed statement of position, 
Accounting fo r  Foreclosed Assets. Providing 
guidance for financial reporting of foreclosed 
assets after foreclosure, the proposed statement 
would be effective for financial statements for
periods ending on the date it is issued or later.
To get a copy of the exposure draft, write to 
the AICPA Order Department, P.O. Box 1003, 
New York, N.Y 10108-1003, and ask for product 
number G00582. The first five copies are free.
Address comments to Dionne McNamee, 
technical manager, Accounting Standards 
Division, File 2700, AICPA, 1211 Avenue of 
the Americas, New York, N.Y. 10036-8775. 
The comment deadline is March 11.
AICPA
N E W S  B R I E F S
► Quality and Peer Reviewers to Focus 
on ERISA Audits
The Peer Review committees of the Private Companies 
Practice Section and the SEC Practice Section have revised 
the requirements for peer reviews. Under the revisions, 
reviewers must select for review at least one audit engage­
ment conducted under the Employee Retirement Income 
Security Act (ERISA) of 1974, if the firm performs such 
audits. The Quality Review Executive Committee also 
revised its Standards for Performing and Reporting on 
Quality Reviews so that reviewers must now give greater 
weight when selecting engagements for review to audits 
conducted under ERISA. The revisions were made because 
of the attention focused on ERISA audits in the past year by 
regulators and legislators, said Dale Rafal, vice 
president—Quality Review.
► Federal Reserve Seeks CPAs 
for Jobs as Analysts
The Banking Supervision and Regulation Division of the 
Federal Reserve Board will consider CPAs for positions it 
has for analysts in its office in Washington, D.C. Three or 
more years of recent bank auditing experience in public 
accounting, internal auditing, in an accounting-policy posi­
tion with banking organizations, or recent service involving 
financial markets and complex financial instruments is pre­
ferred. For information, write to Roger Cole, assistant 
director, Division of Banking Supervision and Regulation, 
Federal Reserve Board, 20th & C Streets, N.W., Washington, 
D.C. 20551, or call him at 202/452-2618.
► Comments Sought on 
SBIC Audit Guide
The Small Business Administration (SBA) has issued a 
proposed guide for independent auditors performing audits of 
small business investment companies. The SBA has deferred 
action on a final rule that would require such audits to be per­
formed in accordance with government auditing standards 
(The CPA Letter, September) until the audit guide is published. 
The deadline for comments on the guide is Feb. 25. For more 
information, see the Federal Register, Jan. 11 and Dec. 18.
► Our Apologies. ..
The first page of the “Audit Risk Alert—1990” (The CPA 
Letter, December, page 6) was inadvertently separated from 
the remaining five pages of the alert (pages 7 through 11) due 
to an error in production. As a result, members reading the 
alert may not have realized that it continued beyond the first 
page. Any member who wants a replacement copy of The 
CPA Letter may write to Joseph Bums, editor, The CPA Letter, 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 
10036-8775, or call 212/575-6274.
► Guidance Due for Nonprofit Audits
The federal Office of Management and Budget (OMB) 
plans to issue a nonprofit compliance supplement this 
spring to provide guidance for implementing OMB Circular 
A-133, which set audit requirements for nonprofit institu­
tions receiving federal awards. A-133 is effective for audits 
of fiscal years beginning on or after Jan. 1 , 1991.
In the meantime, practitioners conducting audits in accor­
dance with A-133, Audits of Institutions of Higher Education 
and Other Nonprofit Institutions, should refer to the OMB’s 
Compliance Supplement for Single Audits of State and Local 
Governments (Government Compliance Supplement). The 
requirements in the forthcoming supplement will generally be 
parallel to the requirements set forth in the Government 
Compliance Supplement. For a copy of the Government Com­
pliance Supplement, write to the U.S. Government Printing 
Office, Washington, D.C. 20401, or call 202/783-3238. Ask 
for stock number 041-001-00356-8. Price: $12.
For additional guidance, auditors may call the appropri­
ate Office of the Inspector General of the federal funding 
agency. Also, practitioners should be aware that the Auditing 
Standards Division plans to issue an exposure draft within 
the next few months of a statement of position that provides 
guidance for A-133 audit requirements.
► Auditing Standards Division Prepares 
Guidance for Successor Accountants
The Auditing Standards Division has prepared a Notice to 
Practitioners, Audit, Review, and Compilation Considera­
tions When a Predecessor Accountant Has Ceased 
Operations. For a copy, write to the AICPA Order Depart­
ment, P.O. Box 1003, New York, N.Y. 10108-1003. Or call 
800/334-6961, or 800/248-0445 in New York State. Ask for 
product number 022501. Price: $5; $4 for members.
► Two Accountants Receive SEC Awards
The first annual SEC Accounting Awards were presented at a 
ceremony on Dec. 11 to:
■ George H. Diacont, associate chief accountant in the 
SEC’s Office of the Chief Accountant, received the Andrew 
Barr Award. The Barr award is presented annually to an 
accountant on the SEC staff who displays the qualities of 
outstanding accounting ability, analysis, critical judgment, 
creativity, dedication to public service, and demonstrates 
high standards of personal and professional integrity.
■ Alessio Cappelini, a senior accountant in the SEC’s 
New York Regional Office, received the Sydney C.
Orbach Award. The Orbach award is presented annually 
to an accountant, at or below middle management, who 
has made a special contribution of significant benefit to 
the full disclosure program, the SEC, and the protection 
of investors.
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FASB Issues Statement, Bulletin and Exposure Drafts
Statement on Postretirement Benefits—In a unanimous 
decision, the seven members of the Financial Accounting 
Standards Board issued FASB Statement No. 106, Employ­
ers Accounting for Postretirement Benefits Other Than 
Pensions. For most companies, the statement is effective for 
calendar year 1993. Non-U.S. plans, and some small non­
public employers, may delay application until 1995.
Significantly changing the current predominant practice 
of accounting for postretirement benefits on a cash basis, the 
statement requires accrual of the expected cost of those bene­
fits over the years employees earn the benefits.
Price: $7 (prepaid). See order information below.
Market Value Disclosures—A FASB exposure draft, 
“Disclosures, About Market Value of Financial Instruments,” 
would require all entities—including small companies in­
vesting only in a few financial instruments, such as certificates 
of deposit—to disclose the market value of all financial 
instruments. The companies would be required to disclose 
both assets and liabilities on and off the balance sheet, if 
practicable to estimate. If it is not practicable to estimate the 
market value, other disclosures would be required. The pro­
posal affects any company investing in financial instruments, 
for example, debt, debt securities, equity securities, or trade 
receivables or payables of any kind.
If approved as a final statement, the proposal would 
become effective for financial statements issued for fiscal 
years ending after Dec. 15, 1991. Entities with less than $100 
million in total assets could delay applying the standard for 
one year.
FASB will hold a public hearing on the proposal May 29- 
31 in Stamford, Conn. Comments are requested by April 30.
Price: Free until April 30 on written request. See order 
information below.
Technical Bulletin on Extended Warranties—FASB has 
issued a technical bulletin on accounting for separately 
priced extended warranty and product-maintenance con­
tracts. It is effective for contracts sold in the fiscal years 
beginning after Dec. 15, 1990.
Revenue from the contracts would be deferred and rec­
ognized in income on a straight-line basis unless a significant 
amount of the costs of performing services under the contract 
occur in a specific pattern, the bulletin says. In that case, rev­
enue would be recognized in proportion to those costs. For 
example, if 60% of the costs are incurred in the second year, 
60% of the revenue should be recognized in the second year.
Price: $4 (prepaid). See order information below.
Accounting for Contributions—An exposure draft from 
FASB, “Accounting for Contributions Received and Contri­
butions Made and Capitalizations of Works of Art, Historical 
Treasures, and Similar Assets,” would require that contribu­
tions be recognized as revenue in the recipient’s financial 
statements and as expenses in a donor’s financial statements 
in the period received. Contributions would be measured at 
management’s best estimate of their fair value.
If approved as a final statement, the proposal generally 
would become effective for financial statements issued for 
fiscal years beginning after May 15, 1992.
FASB will hold a public hearing on the proposal July 
18-19 in Norwalk, Conn. Comments are requested by May 1.
Price: Free until May 1 on written request. See order 
information below.
How to order from FASB—For copies of FASB publica­
tions, write to the FASB Order Department, 401 Merritt 7, 
P.O. Box 5116, Norwalk, Conn. 06856-5116. Add 8% sales 
tax if ordering from Connecticut.
Grace Period for AICPA’s 1990 CPE Requirement Ends Feb. 28
Members who did not complete the minimum annual continu­
ing professional education requirement for 1990 should be 
aware that they have a grace period through Feb. 28. Under 
the AICPA’s new CPE requirement, members in public prac­
tice should have completed at least 20 hours of CPE, and 
members not in public practice should have completed the 
AICPA minimum annual requirement of 10 hours by Dec. 31.
Those members who are complying with a state licens­
ing or state society membership requirement may use their 
state reporting period and need not be concerned with the 
Dec. 31 deadline provided that:
■ The state requirement is for an average of 40 hours per 
year, at the minimum, for members in public practice, or an 
average of 20 hours per year, at the minimum, for members 
not in public practice; and
■ Members complete the AICPA’s minimum annual 
requirement.
Members will be asked to indicate compliance with the
AICPA requirement by checking the appropriate box on the 
1991 dues statement.
For answers to questions about the wide range of pro­
grams acceptable under the new CPE requirement, write to 
Michelle Macrina, technical adviser, CPE Division, AICPA, 
1211 Avenue of the Americas, New York, N.Y. 10036-8775.
GAO Considering CPE Grace Period
The General Accounting Office has issued an exposure draft 
that would allow a two-month grace period, through Feb. 28, 
for CPAs who failed to meet the GAO’s “Yellow Book” CPE 
requirements by Dec. 31.
Any CPAs who still need CPE hours to satisfy the 
24-hour minimum as required under the GAO’s Govern­
ment Auditing Standards should call the CPE Division, 
800/242-7269, or 212/575-5696 in New York State. Ask for a 
list of self-study courses in government accounting and audit­
ing. To process self-study CPE credits by Feb. 28, the AICPA 
must receive all self-study answer sheets by Feb. 21.
The CPA Letter / January 1991 ■ 3
AICPA Disciplinary Actions
Six Members Expelled—Under the AICPA bylaws, 
membership in the Institute shall be terminated without a 
hearing if the secretary of the Institute receives a final judg­
ment of conviction imposed upon any member for a crime 
punishable by imprisonment for more than one year, or if the 
member’s CPA certificate is revoked as a disciplinary mea­
sure by a state board of accountancy. The following members 
have had their memberships terminated under the automatic 
disciplinary bylaw provision:
■ Robert Alan Forgay of Conyers, Ga., on Oct. 9 ,  1990, fol­
lowing his conviction in Fulton County Superior Court, on 
his plea of guilty, to “theft by taking,” in that he took money 
from a municipal corporation while in its employ.
■ Glenn A. Main, III, of Pittsburgh on Oct. 2 ,  1990, upon 
receipt by the secretary of the Institute of evidence that his 
judgment of conviction in a U.S. District Court of “filing 
false loan statements with federally insured banks” had 
become final following an unsuccessful appeal. Main’s 
membership was suspended on Oct. 2,1989, pending the 
outcome of the appeal (The CPA Letter, Feb. 5 ,  1990).
■ Lyle B. McGinnis, Jr., of Huntington, W.Va., on Oct. 16,
1990, following his conviction in a U.S. District Court upon 
his plea of guilty to “mail fraud and aiding and abetting mail 
fraud.”
■ James B. Frost of Chattanooga, Tenn., on Nov. 9 ,  1990, 
following the decision of a U.S. Court of Appeals that 
affirmed his conviction in a U.S. District Court of conspir­
acy, bribery of a bank officer and misapplication of bank 
funds. Frost’s membership had been suspended on June 9,
1989, following his conviction and pending the outcome of 
the appeal (The CPA Letter, July 1989).
■ Gerald Edward Beyer of Strasburg, Colo., on Nov. 9 ,  1990, 
following the decision of the Colorado State Court of 
Appeals affirming his conviction in the District Court of Ara­
pahoe County of the crime of Class 3 felony theft.
■ John K. Crowell, Jr., of Irving, Texas, on Nov. 7 ,  1990, fol­
lowing the revocation of his CPA certificate by the Texas 
State Board of Public Accountancy for failing to complete 
engagements to prepare clients’ 1985 and 1986 income tax 
returns, for failing to respond on a timely basis to communi­
cations from the board, and for holding himself out as a CPA 
and offering accounting service during periods when his 
license was canceled for nonpayment of fees.
Member Admonished—At a meeting of a hearing panel of 
the Joint Trial Board in Los Angeles on Oct. 4 ,  1990, Henry 
Louis Scott of Beverly Hills, Calif., was found guilty and 
was admonished for violating the AICPA and the California 
Society of CPA Codes of Professional Conduct by express­
ing an opinion that the financial statements of an audit client 
conformed with GAAP when such statements contained 
material departures from GAAP. Scott also was required to 
take 40 hours of specified CPE courses in each of the next 
two years and to accelerate the review of his practice 
required under the Quality Review Program so that it is com­
pleted within 12 months of the hearing panel’s decision. 
Present with counsel at the hearing, Scott did not request a 
review of the decision, which, therefore, became effective on 
Nov. 3 ,  1990.
AICPA Public Meeting Notices
The Quality Review Executive Committee tentatively will 
do the following when it meets on Feb. 11 at 1 p.m. and Feb. 
12 at 8 a.m. at the Pier 66 Resort and Marina in Fort Laud­
erdale, Fla.:
Consider administrative procedures for state societies 
to monitor and evaluate off-site reviews; consider 1991 
plans of administration submitted by state CPA societies and 
associations of CPA firms; consider a new engagement 
checklist for compilations that omit substantially all disclo­
sures; reconsider requirements regarding retention of 
records and materials; consider guidelines on how to per­
form an inspection; and consider requirements for 
committee-appointed review teams.
The Professional Ethics Executive Committee tentatively 
will do the following when it meets Feb. 12 in the West Court 
in the Buttes Hotel in Tempe, Ariz., beginning at 9:30 a.m.:
Consider for adoption 10 proposals contained in the 
omnibus exposure draft of Oct. 23.
The Auditing Standards Board tentatively will discuss the 
following when it meets Feb. 19-20 at the AICPA in New York:
Proposed Statement on Standards for Attestation 
Engagements, Reporting on Management’s Report on the 
Effectiveness o f an Entity’s Internal Control Structure; a 
proposed statement on auditing standards (SAS), Commu­
nication of Matters About Interim Financial Information 
Filed or to Be Filed with Specified Regulatory Agencies; 
proposed revisions to SAS No. 5, The Meaning of “Present 
Fairly in Conformity with Generally Accepted Accounting 
Principles” in the independent auditor’s report; a proposed 
SAS to supersede SAS No. 36, Review of Interim Financial 
Information; a proposed SAS to supersede SAS No. 49, Let­
ters for Underwriters.
For further information about the agenda, call the Audit­
ing Standards Division, 212/575-3850.
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Accounting Education and Profession 
Leaders Meet to Plan Change Initiatives
I t’s not too soon to start developing new curricula in sup­
port o f the 150-hour requirement. 1995’s college freshmen 
enter high school this Fall.
Focus on 150-Hour Programs
FSA Adopts a New Mission
By A. Tom Nelson, CPA
The role of the: Federation of Schools of Accountancy has 
become increasingly important as more and more states have 
adopted the 150-hour educational requirement. It now seems 
likely that essentially all of the jurisdictions will have the 
150-hour requirement in place by the year 2000. Recognizing 
this, FSA members approved some significant bylaw 
changes at the organization’s annual meeting held in 
Orlando, Florida, December 9-11. These bylaw amend­
ments will make it easier for schools with accredited 
graduate accounting programs to become members of the 
FSA. In fact, those schools that currently have AACSB  
accredited accounting programs (either type “B” or type 
“C ”) need only complete a simple one-page form and will 
be immediately accepted as full (voting) members.
Prior to these changes, many schools with quality gradu­
ate programs were reluctant to join the FSA because the 
membership requirements and the application procedures 
were so involved that they felt it just wasn’t worth the effort. 
It is expected that most of these schools will now join the 
Federation, forming a strong coalition that should: (1) pro­
vide a unified voice in monitoring and strengthening the 
accreditation process; (2) serve as a vehicle for sharing 
implementation successes and failures; and (3) assure an 
adequate supply of qualified personnel for the accounting 
profession as we; move into the next century.
(continued on page 3)
More than 40 representatives of accounting firms and 
accountancy organizations have expressed support for a 
position statement calling for a broader recognition of 
teaching skills and a better balance between teaching 
and research.
The position statement says, “The academic establish­
ment must redefine the three pillars of higher education: 
teaching must be improved, the definition of research broa­
dened, and professional service encouraged. The account­
ing profession must develop a new and active partnership 
with higher education to foster the development of the type 
of education needed as a base for an effective and viable 
profession in the 21st century.”
Meeting on January 11 in what is planned as the first of 
many leadership conferences seeking improvements in 
accounting education, the group members said they would 
ask the boards of directors of their respective organizations 
to support the position statement. In addition, they were 
asked to form task forces within their organizations and to 
appoint chairmen to head the task forces by April 15. The 
group plans to meet again in August to organize a more 
formal consortium to work for change in higher education.
One of the tasks of the consortium will be to undertake a 
variety of initiatives to accomplish the objectives outlined in 
an AICPA position statement on education that is the model 
for the one put before the group. Among the objectives are: 
encouraging organizations that provide financial support to 
accounting programs to focus financial contributions to 
support teacher-oriented activities, applied research on 
accounting issues, and professional involvement; enabling 
increased networking between accounting educators and 
practitioners; and working with the American Assembly of 
Collegiate Schools of Business (A A C SB ), the accrediting 
body, to develop accreditation standards to recognize the 
importance of the teaching function in business and 
accounting programs.
(continued on back page)
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“Decade o f the Student ”
Carnegie Foundation Calls for 
Greater Emphasis on Teaching
In a long-awaited announcement, the Carnegie Founda­
tion for the Advancement of Teaching has called on 
academe to redefine faculty scholarship to include teaching 
and other activities. The report, Scholarship Reconsidered: 
Priorities o f the Professoriate, appears at a time at which 
university communities in general and business and 
accounting faculties in specific are addressing numerous 
important issues revolving around the need to improve 
teaching.
In particular, the report proposes that scholarship be 
defined as having four components: the discovery of new 
knowledge, the integration of knowledge, the application of 
knowledge, and teaching. A substantially similar position 
has recently been taken by the American Institute of 
Certified Public Accountants (see Accounting Educators: 
F Y I II:2, November 1990).
Many academic professionals and faculty members feel 
that despite widespread support for the concepts expressed 
in many quarters along these lines, universities as institu­
tions will be slow to adopt the premises. Specifically, many 
anticipate difficulty in revising academic reward structures 
to target teaching excellence.
(In a related development, the AICPA on January 11 hosted 
a meeting in Orlando to bring together prominent account­
ing education leaders as well as professionals to discuss 
ways in which they could cooperate to achieve these impor­
tant changes. See article on page 1.)
As a demonstration of the support for this movement, 
Newsweek magazine extracted the following information 
from the Carnegie report: When asked “Should teaching be 
the primary concern for promotion of faculty?,” 62% of
all faculty members responded affirm atively. The 
percentage of faculty members responding “yes” to that 
question was highest at the liberal arts colleges, where 76% 
supported the statement; at Ph.D.-granting universities, 
41% were in favor, while at research universities, 21% of 
faculty members supported the statement. Newsweek also 
asked faculty members whether the pressure to publish 
reduces the quality of teaching at their schools; 35 % of all 
faculty responded positively. The strongest impact of this 
pressure was felt at research universities (53%) and Ph.D.- 
granting universities (54%); at liberal arts schools, only 
22% of the faculty felt that this was a particular problem.
In commenting on the report for the New York Times, 
American Association of University Professors General 
Secretary Ernst Benjamin noted that “Right now, the single 
strongest pressure toward research is the fact that there is no 
way an individual can market himself as a teacher. The 
extent to which you can systematize the evaluation of teach­
ing is the extent to which teaching becomes a value in the 
market.”
In summarizing the intended impact of this report, 
Carnegie Foundation President Ernest Boyer said “I’m 
beginning to believe that the 1990s may be remembered as 
the decade of the undergraduate.”
Copies of the report are available for $8 each from 
the Princeton University Press, 3175 Princeton Pike, 
Lawrenceville, New Jersey 08648; or call (609) 896-1344.
Erratum
In the listings of the 1990-91 education committees of 
the a i c p a , the name of Belverd E. Needles, Jr., of 
DePaul University, was inadvertently omitted from the 
Education Executive Committee roster. We apologize to 
Dr. Needles and to our readers for this oversight.
For Accounting Educators
CPE Course Ideas Sought
1991—A Busy Year
150-Hour Update
The AICPA and NA SB A  
recently agreed upon guide­
lines to assist state boards 
of accountancy with imple­
mentation of the 150-hour 
education requirement. The 
joint guide encourages the 
state boards to adopt 
language that will allow 
diversity in the content of 
educational programs.
T hirteen  states have 
enacted legislation for the 
150-hours, and sixteen 
states are expected to 
in troduce leg isla tion  in
1991. Most states adopted 
the recommended language
for the legislation, which 
calls for completion of 150 
hours of education including 
at least a baccalaureate 
degree and a concentration 
in accounting. Many of these 
states will soon begin writing 
the rules and regulations to 
define an accounting con­
centration or its equivalent. 
The guide proposes four 
criteria that the state boards 
can use to determine if the 
CPA candidate has met the 
educational requirem ent. 
Copies of the document are 
being printed and will be 
widely distributed.
Recognizing the need for 
Continuing Professional 
Education offerings for 
accounting educators, a 
Task Force of the Institute’s 
A ccounting Educators 
Subcommittee is seeking 
guidance from members in 
education on the specific 
type of continuing profes­
sional education of greatest 
interest.
Task Force C hairm an 
Jerry Trapnell of Clemson 
University hopes that this 
effort will culminate in the 
development of a number 
of CPE programs which may
be offered at a nominal cost 
to Institute m em bers in 
education in conjunction 
w ith regional A m erican 
A ccounting A ssociation 
meetings. Although no firm 
planning or commitments 
have been made, if suffi­
cient interest exists and the 
necessary details can be 
worked out, it is hoped that 
CPE offerings for members 
in education could be availa­
ble as early as the spring of 
1 9 9 2 .
To assist in our planning, 
the Task Force asks that you
(continued on back page)
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The FSA also added a subscript to its name: “The 
Organization of Accredited Graduate Programs in Account­
ing.” This was done because some institutions felt the sole 
objective of the organization was to promote independent 
schools of accountancy. While the FSA does support 
“schools” as one model, the organization has always 
worked to promote quality integrated graduate programs in 
accountancy. Since its organization, over 13 years ago, the 
Federation has worked to . .encourage and assist in the 
development of high-quality programs of education for the 
profession of accountancy that extend beyond the bachelor’s 
degree.” Thus, the subscript is intended to make it clear that 
the organization welcomes all quality accounting units with 
graduate accounting programs, regardless of form, to join.
The bylaw changes also made it easier for non-profit 
accounting organizations, like the state societies of CPAs, to 
join as “Non-Profit Associ­
ates.” Previously, all profit 
and non-profit associates were 
grouped together and the dues 
structure made it difficult for 
many of the non- profit organi­
zations to join. The dues for 
the non-profit organizations 
have been set at only $100 per 
year, making it affordable for 
all those interested in associating with the FSA.
There are also two ways that academic units without 
accredited graduate programs can affiliate with the Federa­
tion. Those that have accounting accreditation at the under­
graduate level may be involved as “Accredited Affiliates,” 
while those without an accredited accounting program may 
associate as “Affiliates.” Faculty of both groups benefit by 
attending the annual meeting at a discount rate, and each 
school receives all publications of the Federation.
To summarize, organizations may now be associated with 
the FSA as:
1. “ M em ber Schools” (schools that have 
accounting-accredited graduate programs).
2. “Private Enterprise Associates” (CPA firms 
and business enterprises).
3. “Non-Profit Associates” (national organiza­
tions of CPAs, state CPA societies, etc.).
4. “Accredited Affiliates” (academic units that 
have an undergraduate degree program separ­
ately accredited in accounting).
5. “Affiliates” (units that have not received 
separate accreditation for any of their account­
ing programs).
All organizations that associate with the FSA as members, 
associates or affiliates must support the objectives of the 
organization and pay annual dues. Note that the FSA is an 
organization of academ ic units, not an organization of 
individual faculty members (unlike the American Account­
ing Association whose members are individual faculty 
members rather than academic units). Thus, one member-
FSA (continued from front page) AICPA Outstanding Accounting 
Educator Award
Through its Outstanding 
A ccounting E ducator 
Award Program, the AICPA 
provides recognition for 
the vital contributions that 
the academic world makes 
to accounting. The program 
is also intended to promote 
role models in education. 
Award recipients receive 
$5,000 and a plaque, which 
is presented at the AICPA 
C ouncil m eeting each 
spring.
F u ll- t im e  c o lle g e  
accounting educators dis­
tinguished for excellence 
in classroom teaching and 
for active involvement in 
the accounting profession 
are eligible for this annual 
award. Nominees are sub­
mitted to the AICPA by the 
state CPA societies, and the 
AICPA makes the final 
selection. The deadline for 
nominations for the 1991 
award is March 1, 1991. The
1990 award was presented 
to Doyle Z. W illiams, 
University of Southern 
California. Dr. Williams 
was nom inated by the 
California Society of CPAs. 
In addition to California, 
28 CPA societies partici­
pated in 1990: Alabama,
Arizona, Florida, Georgia, 
Illinois, Indiana, Loui­
siana, M assachusetts, 
M ichigan, M innesota, 
Mississippi, New Hamp­
shire, Nevada, New York, 
N orth C arolina, N orth 
Dakota, Ohio, Oklahoma, 
Pennsylvania, Puerto Rico, 
South D akota, Texas, 
Utah, Virginia, Washington, 
West Virginia, Wisconsin, 
and Wyoming.
Please contact your state 
CPA society for further 
information. If your state 
does not have an outstanding 
educator award program, 
contact the executive 
director of the state society 
and urge that person to 
begin a program. Nomina­
tions must come to the 
AICPA from state societies, 
and we would like to have 
at least one candidate from 
every state.
For a descrip tion of 
the program  and the 
eligibility requirements, 
please contact the AICPA 
Relations with Educators 
D iv ision , 1211 Avenue 
of the A m ericas, New 
York, New York 10036 
(212) 575-5504.
ship fee provides the benefits to all faculty (employees) of 
the organization.
It is expected that the recent bylaw changes will greatly 
expand the role and influence of the FSA. Any accounting 
departments interested in joining the Federation may con­
tact a member of the Board of Directors or may write (or 
call) the FSA Administrative Office at DePaul University, 
School of Accountancy, 25 East Jackson Boulevard, 
Chicago, IL 60604; telephone (312) 362-8055.
Dr. Nelson is on the faculty o f the School o f Accounting 
at the University o f Utah. A current or form er member of 
many AICPA committees (including, most recently, the 
150-Hour Education Requirement Committee) and myriad 
other organizations, he is the president-elect o f the FSA.
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Educator Feedback Encouraged CPE (continued from page 2)
AACSB Issues New Draft 
Standards
In early December, the AACSB Accreditation Project Task 
Force issued a new draft of proposed accounting accredita­
tion standards. These standards were issued after careful 
consideration by the Task Force of the justification for and 
desirability of an accounting accreditation process, including 
a review of different approaches to accounting accreditation, 
ranging from a completely stand-alone process to a com­
pletely integrated, non-elective process.
The task force concluded that accounting accreditation 
should continue as an elective extension of AACSB business 
administration accreditation. The proposed accounting 
accreditation standards are an extension of business 
administration standards and, as such, are guided by the 
same underlying philosophical approach. This approach is 
based on the following principles:
• accreditation linked to a school’s mission;
• a threshold that challenges all schools;
• emphasis on educational value created for students;
• emphasis on quality improvement over time;
• flexibility in the way schools satisfy conditions for 
accreditation;
• access for a broad range of schools (missions);
• a favorable cost/benefit relationship;
• clear expectations among participants in the process.
The AACSB has also prepared an updated draft of the pro­
posed business administration standards; the accounting 
accreditation standards intentionally do not replicate the 
philosophy and guidance contained in those standards, but 
represent an abbreviated set of standards focusing only on 
differential requirements.
The task force actions reflect careful consideration by 
members of all comments received on earlier proposals. 
Many suggestions were incorporated into the current draft, 
though affirmative recognition of all perspectives would 
have been impossible. Furthermore, the task force recog­
nizes that certain aspects of the current proposal may 
require modification of presently accredited programs, 
which would require a transition period.
The draft standards will be discussed and exposed for 
comment and oral feedback over the next several months. 
Jane Rubin of the AACSB will be available to discuss the 
standards at the Accreditation Project open hearing in 
St. Louis on January 24, and on February 4 at the AAA  
Administrators of Accounting Programs Group Annual 
Meeting in San Diego. Additional meetings are also planned 
over the next several months with specific segments of the 
AACSB membership and various constituent groups. The 
task force will next meet in mid-February, and final 
proposals will be distributed in advance of and voted on at 
the April 23 annual meeting of the AACSB in St. Louis.
take a few moments to review the general content areas 
listed on the coupon below, and then rank these (1 being first 
choice) in your order of preference. After completing the 
form, please mail it to the AICPA Relations with Educators 
Division, attention Sherry Hazel, 1211 Avenue of the 
Americas, New York, NY 10036-8775. Please be sure to 
mail your form no later than February 15.
The information gained from these coupons will be used 
by the Task Force and the Education Executive Committee 
in formulating plans and proposals for specific CPE courses. 
(At this point, no definite commitment is being made to offer 
this type o f course; the Task Force is simply interested in 
measuring the level and nature o f interest.)
I would like to see CPE courses for accounting educators offered in 
the following areas, which I have ranked in order of my preference 
(1=flrst choice).
Name:________________________________________________________
Institution:____________________________________________________
_______ curriculum development
_______ pedagogical methods
_______ platform/instructional skills development
_______ technical updates (area:____________________________ )
_______ other:_______________________________________
Please return this coupon to:
AICPA Relations with Educators Division, Attn: Sherry Hazel, 
1211 Avenue o f the Americas, New York, N Y  10036-8775.
Leaders Meet (continued from  fron t page)
While there may be widespead support for the need for 
improvments in accounting education, college and univer­
sity accounting professors may not necessarily agree. To 
counteract such resistance, some members of the group said 
chancellors and deans should encourage professors to focus 
more on teaching, developing courses and curricular mate­
rial, and on applied research.
Among the 40 attendees were representatives of the 
Accounting Education Change Commission, the Adminis­
trators of Accounting Programs Group, the American 
Accounting A ssociation, the A A C S B , the Am erican 
Woman’s Society of CPAs, the Association of Government 
Accountants, the CPA/State Executive Association, the Fed­
eration of Schools of Accountancy, the Financial Executives 
Institute, the Institute of Internal Auditors, the National 
Association of Accountants, the National Association of 
Black Accountants, and the National Association of State 
Boards of Accountancy. The six largest accounting firms 
also were represented. In an afternoon session, the attendees 
had an opportunity to interact with the accounting subgroup 
of the AACSB accreditation task force on the recent drafts of 
the business and accounting accreditation standards. (See 
related article on this page.)
Published five times each academic year by the AICPA Relations with Educators Division, 1211 Avenue of the Americas, New York, NY 
10036-8775; telephone (212) 575-6358. Send submissions to editor at address given. Reproduction of this material is encouraged, 
and permitted if source acknowledgement is made and a copy of the reprinted sections is sent to the editor. Opinions expressed in this 
publication do not necessarily reflect Institute policy.
1990 Tax Highlights for Individuals—Update and Selected Review
By Sidney Kess, LLM, CPA, and Barbara Weltman
Prepare taxes and help your clients develop new tax- 
saving strategies based on the latest 1990 developments 
in taxation. This new manual provides guidelines based 
on hundreds of tax cases and rulings, as well as the 
latest tax legislation. Included are complete updates of 
legislation, cases and rulings after July 30, 1989; review 
of Revenue Reconciliation Act of 1989 plus indexing 
adjustments and prior law phase-in provisions effective 
in 1990; and changes in 1990 tax forms and schedules. 
This detailed, nuts-and-bolts analysis of frequently
encountered problems in individual income tax planning 
and return preparation is conveniently cross-referenced 
to the relevant IRS publication title and number.
No. 003550 Discount price to AICPA members $40.00 
NOTE: This handbook is based on the highly regarded course 
materials that Sidney Kess designed for The Individual Income 
Tax Returns Workshop presented annually by the AICPA, CPE 
Division. For information about the workshop, please contact 
your state society or call AICPA/CPE at 1-800-242-7269 (in 
NY call 212-575-5696).
Introducing “TAXINTEREST™!”
Planning Takes Just Minutes.
Now you can do away with tedious, time-consuming 
calculations of tax penalties and interest. And you don’t 
have to take the IRS calculations for granted. You can 
do it easily, automatically—on your desktop PC! 
Taxlnterest™ is the first stand-alone program that lets 
you quickly check the overall cost of filing late... 
determine exposure on any tax shelter.. .or calculate 
penalties. Or, create “what i f ’ scenarios to help you 
strategize. Taxlnterest™ helps you—and your clients— 
make better decisions.
Verify Notices in Seconds.
Once a deficiency notice arrives, Taxlnterest™ can be 
even more valuable. In seconds, it can verify interest 
and any of nine federal penalties. Perhaps more impor­
tant, Taxlnterest™ can determine whether payments are 
being applied properly.
Whether you plan with it or verify with it, Taxlnterest™ 
can pay for itself the first time you use it.
System Requirements: IBM PC, XT, AT, PS/2 or compati­
ble, one disk drive, 512K RAM and DOS 2.0 or higher. Com­
patible with most any printer. Each package includes both
5½" and 3¼" disks.
No. 016520 Discount price to AICPA members $99.00
Tax Practice Management
By William H. Behrenfeld, JD, LLM, CPA, and Robert J. Ranweiler, CPA
This practical looseleaf manual brings together—in one 
complete reference—a wealth of information, ideas, and 
advice on the management and administration of a tax 
practice. It is certain to prove invaluable as a means of 
tightening up your internal procedures, improving client 
services, increasing profits, and accelerating the suc­
cessful growth of your tax practice.
Tax Practice Management offers you the best and most 
up-to-date information available on every aspect of this 
critically important subject. You will profit from the 
combined experience of the authors and other practi­
tioners with extensive first-hand knowledge of today’s 
problems and how best to deal with them.
A Down-to-Earth Approach to Key Practice Problems. 
Written in an easy-to-read style, this manual addresses 
the “how to” aspect of organizing a tax practice. Each
subject is discussed in simple and straightforward 
terms, always relating to specific tax practice situations 
and requirements. Equally important, the text is sup­
plemented with reproductions of actual and model 
forms.. .checklists.. .questionnaires.. .sample letters, 
etc. You will be able to adapt these materials in your 
own practice or simply review them as a check of your 
own methods and procedures.
Looseleaf Format for Quick Reference and Future 
Updating.
To assure that you are always working with the latest 
information, the manual will be updated annually. You 
will receive automatic updates, with the option to return 
within 30 days and owe us nothing.
No. 029540 Discount price to AICPA members $116.00
Internal Revenue Code (1988 Edition of Title 26 of the U.S. Code as published in May 1990)
Part of the Electronic Body of Knowledge (EBOK) Sub­
scription Series, this new service makes it easier than 
ever to research the IRS Code. This brand-new version 
has just been rewritten by The Law Revision Council of
Congress. It includes major tax legislation passed in
1989. Automatic updates are included.
One year Subscription (January-December 1991) 
Discount price to AICPA members $192.00
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Paperbacks on Disks (PODS)
Using easy-to use search-and-retrieval software, PODS 
can help you locate relevant tax passages in these publi­
cations with the touch of your computer keys.
1990 Internal Revenue Code 
1988 Edition of Title 26 of the U.S. Code, as published 
in May 1990, which has been rewritten by The Law 
Revision Council of Congress. Major tax legislation 
passed in 1989 is included.
NOTE: This is similar to the EBOK subscription on previous 
page except that no updates are provided.
No. 016930 Discount price to AICPA members $104.00
1991 IRS Taxpayer Information Publications—
Basic Set (available February 1991)
No. 016947 Discount price to AICPA members $80.00
1991 IRS Taxpayer Information Publications— 
Complete Set (available February 1991)
No. 016946 Discount price to AICPA members $240.00
1990 Tax Practice Guides and Checklists
Get the latest, revised guides and checklists developed 
by the Tax Practice Guides Subcommittee of the AICPA 
Tax Division. The new 1990 edition has been updated to 
reflect relevant changes in the tax law, and is sure to be 
helpful to every practitioner. Does not reflect changes in 
the 1990 Revenue Reconciliation Act. Checklists are 
included for:
■  Individuals (Form 1040)
■  Partnerships (Form 1065)
■  Corporations (Form 1120)
■  S Corporations (Form 1120 S)
■  Fiduciaries (Form 1041)
■  Passive Activities/Employee Benefits (Form 5500)
■  Tax Exempt Organization (Form 990)
Draft engagement letters and other practice guides are 
also included.
(Note: This manual was sent free to members of the 
Tax Division.)
No. 059504 Discount price to AICPA members $32.00 
Guides and checklists are also available on PC- 
compatible software disks in the following formats:
WordPerfect® No. 059519
Discount price to AICPA members $32.00
APG Tax Library Volume I No. 016830
Discount price to AICPA members $22.00
ORDER FORM
To order any of the listed publications, complete this order 
form and mail to:
Order Department, American Institute of CPAs 
P.O. Box 1003, New York, NY 10108-1003 
Yes! Please send the following tax publications at the 
AICPA member prices shown:
1990 Tax Highlights for
Payment Method
□  Bill Me □  Check enclosed □  MasterCard □  VISA
Individuals
Taxlnterest™
Tax Practice Management
1990 Tax Practice Guides 
and Checklists
WordPerfect® Version
APG Tax Library Volume I
1990 Internal Revenue Code
1991 IRS Taxpayer 
Information Publications—
Basic Set
1991 IRS Taxpayer 
Information Publications—
Complete Set
□  Also enter my subscription to the EBOK Subscription 
Series, Internal Revenue Code, @ $192.00. I understand 
that the subscription year ends December 1991.
Shipping & Handling Fees Subtotal ______
$10.01-$25.00: $3.95 • $25.01-$50.00: Shipping ______
Tax* ______
TOTAL ______
No. 003550 @ $ 40.00 
No. 016520 @ $ 99.00 
No. 029540 @ $116.00
No. 059504 @ $ 32.00 
No. 059519 @ $ 32.00 
No. 016830 @ $ 22.00 
No. 016930 @ $104.00
No. 016947 @ $ 80.00
No. 016946 @ $240.00
Card Account Number Exp. Date
Signature (required on credit card purchases) Telephone
Print Name Member No.
Firm (if part of mailing address)
Address
City State ZIP
$4.95 • $50.01-$150.00: $5.95 
• Over $150.00: 4% of total
*Please add 8 ¼% sales tax in New York City. Elsewhere in New York 
State, add 4% state tax, plus local tax if  applicable. In Washington, 
DC, add 6% tax and in Vermont add 4% state tax.
To order, complete and return this form, or call 
Toll Free: 1-800-334-6961
In New York State, call: 1-800-248-0445 Ask for Operator CPA191. 
When ordering by phone, be prepared to give the operator the 
following information: member number, product codes, VISA or 
MasterCard number.
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Statement of Position (SOP) 90-10, Reports on Audited 
Financial Statements of Property and Liability Insurance 
Companies (014847), illustrates the appropriate form for an 
independent auditor’s report when statutory-basis financial 
statements are to be used for general distribution and the 
effects of variances from GAAP on such financial statements 
are not reasonably determinable. SOP 90-10 amends 
Appendix D of the AICPA Audit and Accounting Guide, 
Audits of Property and Liability Insurance Companies. 
Price: $5; $4 for members.
SOP 90-11, Disclosure of Certain Information by Finan­
cial Institutions About Debt Securities Held as Assets
(014848), applies to financial institutions whose policy is to 
carry debt securities either at historical cost or at the lower of 
cost or market value and provides guidance for disclosure by 
such institutions of certain information about debt securities 
held as assets. Price: $5; $4 for members.
The “Standard Form to Confirm Account Balance Infor­
mation with Financial Institutions” (057509) and 
accompanying illustrative letters replace the “Standard Bank 
Confirmation Inquiry” form. The new form and illustrative 
letters should be used for confirmations mailed on or after 
March 31 , 1991. To facilitate the confirmation process, the 
American Bankers Association asks practitioners not to use 
the new form before March 31, nor the old form on or after 
that date. For more information, see The CPA Letter, October. 
The form can be imprinted with your firm’s name. Prices are 
available upon request. Note: To order the imprinted version, 
practitioners must mail or fax a sample of the material to be 
imprinted.
AICPA Meeting Highlights
The Accounting Standards Executive Committee
(AcSEC) did the following at its meeting on Dec. 11-12:
■ Approved for exposure a draft statement of position 
(SOP), The Application of Accounting Research Bulletins, 
Opinions of the Accounting Principles Board, and State­
ments, Interpretations, and Technical Bulletins of the 
Financial Accounting Standards Board to Not-for-Profit 
Organizations, subject to clearance of revisions by AcSEC’s 
chairman and review by FASB. The draft provides that not- 
for-profit organizations should follow the guidance in the 
specified pronouncements except for those that specifically 
exempt not-for-profit organizations.
■ Approved amending the draft SOP, Software Revenue 
Recognition, which it had previously approved for exposure, 
at the request of FASB and SEC staff.
■ Decided to form a working group with AcSEC and FASB 
representatives to draft criteria for FASB to use when 
reviewing AcSEC proposals.
■ Agreed, in general, with the recommendations of the 
Auditing Standards Board’s GAAP Hierarchy Task Force to
The International Federation of Accountants has issued three 
publications, which offer guidance to standard-setting bodies 
in individual countries around the world. (IFAC publications 
are available from the AICPA Order Department for inter­
ested persons. See below for order information.)
■ International Auditing Guideline/Related Services 
(LAG/RS) 3, Engagements to Perform Agreed-Upon Pro­
cedures (019511), describes the general guidelines to be 
followed when an auditor undertakes an engagement to per­
form agreed-upon procedures, the types of procedures that 
may be applied, and the form and content of the report of the 
findings. Price: $5; $4 for AICPA members.
■ IAG/RS 4, Engagements to Compile Financial Infor­
mation (019512), describes the general guidelines to be 
followed when an auditor undertakes an engagement to com­
pile financial information, the types of procedures the 
accountant should apply, and the form and content of the 
accountant’s report. Price: $5; $4 for AICPA members.
■ Revised LAG 12, Analytical Procedures (019285), 
requires the use of analytical procedures in the planning and 
overall review stages of all audits and gives guidance on the 
use of analytical procedures as substantive tests. Price: $5;
$4 for AICPA members.
To order publications, write to the AICPA Order Depart­
ment, CPA 191, P.O. Box 1003, New York, N.Y.
10108-1003. You may also send your order via fax machine, 
212/575-6841. Or call 800/334-6961, or 800/248-0445 in 
New York State. Ask for Operator CPA 191. The best times 
to call are 8:30 to 11:30 a.m. and 2:00 to 5:30 p.m., Eastern 
Standard Time. Prices do not include shipping and handling.
revise the GAAP hierarchy by amending SAS Section AU 
411, “The Meaning of Present Fairly in Conformity With 
GAAP.” The most significant of the task force’s recommen­
dations are: create a hierarchy specifically for state and local 
governments; and raise AICPA SOPs and guides that have 
been cleared by FASB or the Governmental Accounting 
Standards Board to a level of authority above the level of 
industry practice.
The Quality Review Executive Committee did the follow­
ing at its meeting on Dec. 4-5:
■ Considered an interpretation of the Standards for Perform­
ing and Reporting on Quality Reviews. (See “Peer Review, 
Quality Review Requirements Revised,” Page 2.)
■ Approved revisions to the State Society Quality Review 
Program Administrative Manual, concerning scheduling of 
off-site quality reviews, procedures for dealing with problem 
reviewers, and guidelines for assigning due dates to firms 
involved in a merger or a dissolution.
■ Approved revisions to the Quality Review Program Manual 
to update the engagement checklists and other material.
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SEC Bulletin Affects 
Companies Acquiring 
Troubled Financial 
Institutions
SEC Staff Accounting Bul­
letin (SAB) No. 89 outlines 
the circumstances under 
which the SEC will waive 
its requirements that compa­
nies include in SEC filings complete audited financial 
statements for troubled financial institutions that the com­
pany has acquired or will acquire. Specifically, SAB No. 89 
concerns the application of Rules 3-05 and 11-01 of Regula­
tion S-X. For more information, see the Federal Register, 
Jan. 10.
may supersede the standard. The standard will be distributed 
to all Tax Division members and all practice units.
Notice Issued Regarding 
1990 REA Audits
The CPA Letter, April 19,
1990, reported that the 
Rural Electrification 
Administration (REA) intended to require audits of financial 
statements for fiscal year end 1990 to be conducted in 
accordance with generally accepted government auditing 
standards. However, the new requirement has not been final­
ized. As a result, existing regulations (7 CFR Part 1789 
dated Jan. 2 6 , 1986) remain in effect, and the REA will 
continue to require auditors to adhere to generally accepted 
auditing standards for audits of financial statements for 
Dec. 3 1 , 1990.
Interpretation of 
"Realistic Possibility 
Standard" Approved
The AICPA Tax Executive 
Committee has approved 
Statement on Responsibilities 
in Tax Practice (SRTP) 
Interpretation 1-1, “Realistic Possibility Standard.” The 
document interprets the standard contained in SRTP No. 1 
(1988 Revision). The standard requires that a CPA have a 
good faith belief that if the tax return position being recom­
mended is challenged, it would have a realistic possibility of 
being sustained administratively or judicially on its merits. 
Providing guidance in determining whether realistic possibil­
ity exists, Interpretation 1-1 contains 15 illustrations of when 
the standard is or is not met. Existing Treasury Department 
regulations and provisions within the Internal Revenue Code
IRS Proposes Regulations 
on Bad Debt Reserves of 
Large Banks
The IRS has proposed regula­
tions that provide guidance 
regarding the applicability of 
Internal Revenue Code sec­
tion 585(c), including procedures for changing from the 
reserve method to the specific charge-off method. Section 
585(c) prohibits large banks from using the reserve method 
of accounting for bad debts for taxable years beginning after 
Dec. 31, 1986. Large banks must use the specific charge-off 
method. Comments and requests for a public hearing must be 
received by the IRS by Feb. 11. For more information, see 
the Federal Register, Dec. 12.
The AICPA Tax Forms Com­
mittee is seeking members’ 
help in identifying problems 
with tax forms for 1990 returns. The committee asks that tax 
preparers make notes during the filing season on any prob­
lems they have with tax forms or any suggestions for 
improvements. Suggestions will be incorporated into com­
ments sent to the IRS as part of the committee’s continuing 
project on tax forms. Send comments to Marianne Micco, 
Form Suggestions, AICPA, 1455 Pennsylvania Ave., N.W., 
Suite 400, Washington, D.C. 20004-1007.
1990 Form 990-T 
Checklist Available
A checklist is available 
for 1990 Form 990-T for 
employee benefit trusts 
defined by Internal Revenue Code section 401(a). Called 
the Exempt Organization Business Income Tax Return 
Preparation and Review Checklist, it was prepared by mem­
bers of the AICPA Tax Division Employee Benefits Taxation 
Committee. To get a copy, send a self-addressed 9-inch 
by 12-inch envelope with 45 cents in postage to 990-T 
Checklist, AICPA Tax Division, 1455 Pennsylvania Ave., 
N.W., Suite 400, Washington, D.C. 20004-1007.
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A News Report to Members
Council to Discuss Report Revising Governance and Structure
More than 40 
recommendations 
call fo r changes in the 
Institute’s organization
A report from the 
Governance and 
Structure Commit­
tee that calls for 
changes in the 
Institute’s organization and operation will be 
discussed at regional meetings of the governing 
Council in March. Discussed by the Board of 
Directors during its meeting on Feb. 14-15, the 
report includes more than 40 recommendations, 
some of which may be acted on by Council when 
it meets in May.
In other actions at its meeting, the board:
■ Extended the grace period for complying with 
the new continuing professional education 
requirement. (See, “Grace Period for Meeting 
AICPA CPE Requirement Extended to Oct. 31,” 
Page 3.)
■ Decided to ask Council to withdraw its autho­
rization for a membership ballot on changing 
Rule 505, Form of Practice and Name, and Rule 
301, Confidential Client Information (The CPA 
Letter, November), pending a communication 
program that will begin following the tax season. 
Current plans call for a ballot in late fall.
■ Reviewed interpretations developed by the 
Professional Ethics and Federal Taxation execu­
tive committees of a new Rule 302, Contingent
Fees. In October, the Council had declined to 
adopt the rule, pending development of the 
interpretations. Council will consider the inter­
pretations in May.
■ Agreed to urge uniformity in rules on the state 
and national levels relating to acceptance of 
contingent fees. In May, Council is expected to 
adopt a new rule on such fees, and the provi­
sions of that rule are expected to become part of 
the Proposed Uniform Accountancy Act from 
the AICPA and the National Association of State 
Boards of Accountancy (The CPA Letter, Jan­
uary).
■ Decided to discuss at regional meetings of 
Council a plan to seek state legislative enactment 
of a ban on receipt or payment of commissions.
■ Asked the Private Companies Practice Section 
Executive Committee to comment on a proposed 
revision to the Board’s policy statement oppos­
ing discrimination by lenders against firms 
solely because of size.
■ Designated the following individuals as 
AICPA staff vice-presidents: John Hudson, vice- 
president-technical standards and services; 
Arthur Renner, vice-president—Division for CPA 
Firms; Jay Rothberg, vice-president—State Soci­
ety Relations; John Sharbaugh, vice-president- 
state legislation and legislative relations.
AICPA Asks IRS to Withdraw S Corp. One-Class-of-Stock Rules
Says rules are 
“fatally flawed 
and tinkering will 
not fix  them”
The AICPA has urged the 
IRS to withdraw the regula­
tions it proposed in October 
regarding the one-class- 
of-stock requirement for 
S corporations (The CPA Letter, December).
J. Kubik, chairman of the AICPA S Corporation 
Taxation Committee, said at an IRS hearing 
on Feb. 15 that the proposed regulations are 
“fatally flawed and tinkering will not fix them.” 
Leonard Podolin, chairman of the AICPA Tax 
Executive Committee, said that after the
proposed regulations are withdrawn, the AICPA, 
the Treasury Department, the IRS, and others 
should work together to develop new regulations.
Proposed under IRC section 1361, the 
regulations would result in termination of the 
S election in common, non-abusive situations 
involving non-pro rata distributions, debt treated 
as equity, and certain stock option arrangements.
Prior to the hearing, the IRS announced 
that the regulations will be prospective only. As 
originally proposed, they would have been 
prospective and retroactive.
N E W S  B R I E F S
► Ways and Means Continues 
Push fo r  Tax Simplification
The House Ways and Means Committee staff is drafting a 
tax simplification bill. Tax Division Chairman Leonard 
Podolin and AICPA Vice-President—Taxation Donald H. 
Skadden asked in a letter to committee Chairman Dan Ros­
tenkowski that the committee hold hearings on the issue 
early in the current session.
“We have to convince a lot of people that the viability 
of the voluntary tax system is at risk unless the present com­
plexity is reduced,” said Skadden.
► Exposure Draft Addresses 
Software Revenue Recognition
The Accounting Standards Division has released an exposure 
draft of a proposed statement of position, Software Revenue 
Recognition. The basic principle is that revenue is recog­
nized on delivery of software, although some exceptions are 
discussed. The proposed statement also addresses applying 
contract accounting to software transactions, and accounting 
for related services, for transactions involving software that 
are primarily service transactions, and for post-contract 
customer support.
For a copy, write to the AICPA Order Department, CPA 
291, P.O. Box 1003, New York, N.Y. 10108-1003. Or call 
800/334-6961, or 800/248-0445 in New York State. Ask for 
product number G00584.
Send comments by May 16 to Clifford H. Schwartz, 
technical manager, Accounting Standards Division, File 
2354. CR, AICPA, 1211 Avenue of the Americas, New York, 
N.Y. 10036-8775.
► AcSEC Approves Draft Statement 
on Reinsurance Contracts
The Accounting Standards Executive Committee (AcSEC) 
has approved for exposure a proposed statement of position 
(SOP), Guidance for Assessing Risk Transfer in Property 
and Liability Reinsurance Contracts. It was approved subject 
to clearance of revisions by the AcSEC chairman and review 
by the Financial Accounting Standards Board. The proposal 
provides criteria for identifying transfers of economic risk 
under reinsurance contracts and guidance on how to report 
and disclose them. The exposure draft should be available in 
about three months.
In other actions at its meeting on Jan. 29-30, AcSEC 
tentatively approved for final publication a revised draft of a 
proposed SOP, Audits of Savings and Loan Associations. The 
revised draft is subject to AcSEC’s approval of its suggested 
changes, approval by the chairman of the AICPA Auditing 
Standards Board, and review by FASB. AcSEC also termi­
nated a project on financial reporting by partnerships.
► PFP Division Honors Member; 
93 Pass Accredited Specialist Exam
The Personal Financial Planning (PFP) Division awarded its 
distinguished service award to Larry Fowler, CPA/APFS, 
president of Fowler & Co., Bellevue, Wash. Presented last 
month at the PFP Technical Conference, the award is given 
annually to a division member who has an outstanding 
record of service to the division and to the practice of PFP.
As a member of the PFP Executive Committee and chairman 
of the PFP Practice Subcommittee, Fowler helped write the 
initial drafts of the PFP Manual. He currently chairs the 
Statements on Responsibility in PFP Practice Subcommittee.
The PFP Division also announced that 93 AICPA 
members passed the 1990 Accredited Personal Financial 
Specialist (APFS) Examination, administered in September. 
More than 400 members have earned the designation by 
providing PFP services for three years, passing the one-day 
test, and demonstrating competence in PFP. For a copy of 
the handbook for APFS candidates, call 800/966-7379.
► GAO Seeks CPAs fo r Jobs, Fellowships
The General Accounting Office has several job openings in 
its methodology, financial audit, and audit oversight groups 
in Washington, D.C., for CPAs with at least four years of 
financial audit experience. Salaries for the positions range 
as high as $80,000, not including benefits.
The GAO is also seeking applicants for professional 
accounting fellowships. Fellows will help prepare responses 
to congressional requests concerning key national issues and 
the accounting profession. Experience in EDP auditing and 
computer consulting is desirable. Governmental accounting 
and auditing experience is not required.
Job applicants may send resumes to Olga Johnson, U.S. 
General Accounting Office, 441 G St., NW, Room 6005, 
Washington, D.C. 20548. Fellowship applicants may write 
to Lisa Jacobson at the same address. For more information, 
call 202/275-9303.
► Price Partner Named to FASB
Joseph V. Anania, CPA, a partner in the Pittsburgh office 
of Price Waterhouse, has been appointed to serve on the 
Financial Accounting Standards Board. Anania has 
more than 30 years of experience in auditing and business 
advisory services with Price.
► Correction
Circular A-133, Audits of Institutions o f Higher Education 
and Other Nonprofit Institutions, from the federal Office of 
Management and Budget is effective for audits of fiscal years 
beginning on or after Jan. 1 , 1990. The effective date was 
reported incorrectly in The CPA Letter, January.
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Grace Period for Meeting AICPA CPE Requirement is Extended to Oct. 31
The grace period for minimum compliance with the 
AICPA’s continuing professional education requirement 
has been extended to Oct. 31, 1991. It had been scheduled 
to end on Feb. 28, 1991. The Compliance with CPE Mem­
bership Requirements Committee approved the extension 
for those few members haying trouble adjusting to the new 
CPE requirement. A recent survey of members not in pub­
lic practice showed that almost 96% of those responding 
met the requirement in 1990. If the deadline were extended, 
almost all of the remainder said they would meet the 
requirement.
The committee’s action means that members who 
did not meet the minimum for 1990 have until Oct. 31 to 
correct the situation. Members must, of course, also meet 
the minimum requirement for calendar 1991.
Effective Jan. 1 , 1990, the new CPE requirement says:
■ Members not in public practice must complete 60 hours 
of CPE in the first three-year reporting period, including a 
minimum of 10 hours each year.
■ Members in public practice must complete 120 hours of
CPE in each three-year reporting period, including a mini­
mum of 20 hours each year.
Members will be asked to indicate compliance with the 
requirement when paying their 1991 dues. The 1991 dues 
statement is due out in July.
For answers to questions about the new requirement 
and about the wide range of acceptable CPE programs, 
write to Michelle Macrina, technical adviser, CPE Division, 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 
10036-8775.
Persian Gulf CPAs Get CPE Waiver
The Compliance with CPE Membership Requirements 
Committee approved a waiver of the CPE requirement for 
calendar 1990 and 1991 for all CPAs serving as military 
personnel in the Persian Gulf. For answers to questions 
about the waiver, members may write to Joan Deutschmeis­
ter, Membership Administration, AICPA, 1211 Avenue of 
the Americas, New York, N.Y. 10036-8775.
Six Universities Awarded Grants to Improve Accounting Education
The Accounting Education Change Commission has 
awarded grants of almost $1.2 million to six universities to 
improve their accounting programs. Selected from among 50 
applicants, the recipients are:
■ Arizona State University to help students develop the 
ability and motivation for lifelong learning.
■ Chicago University to teach students to use highly sophis­
ticated accounting information to make decisions.
■ North Carolina A&T State University to enhance 
awareness of issues facing accountants and improve commu­
nication, leadership, and problem-solving skills.
■ Notre Dame and Illinois Universities to develop a joint 
project incorporating technological features of the practice 
environment and research findings to encourage students to 
become critical thinkers.
■ The University of Virginia to use case studies to explore a 
limited number of topics in depth and develop communica­
tion and interpersonal skills.
Organized in 1989 by the American Accounting Associ­
ation to promote improvements in accounting education, the 
commission is funded by the six largest accounting firms. It 
awarded almost $1 million last year to five other universities.
AICPA Public Meeting Notice: AcSEC to Meet March 20-22
The Accounting Standards Executive Committee tenta­
tively will do the following when it meets on March 20-22 
from 9 a.m. to 5 p.m. at the AICPA in New York:
Know a Member of Congress? If So, 
The Key Person Program Needs You
AICPA members who know members of Congress are 
encouraged to participate in the AICPA’s Federal Key 
Person Program. The program is the Institute’s most 
effective means of establishing regular personal 
contact with each member of Congress and ensuring 
that the profession’s views are heard in Congress.
Any interested AICPA member may write to John 
Sharbaugh, vice-president-state legislation and leg­
islative relations, AICPA, 1455 Pennsylvania Ave., 
NW, Suite 400, Washington, D.C. 20004-1007, or call 
202/737-6600.
March 20—Morning: Approve comment letter on an 
exposure draft from the Financial Accounting Standards 
Board, Disclosure About Market Value of Financial 
Instruments. Afternoon: discuss FASB Discussion 
Memorandum, Accounting for the Impairment of Long- 
Lived Assets and Identifiable Intangibles.
March 21—Morning: Receive chairman’s report; 
discuss revised exposure draft of proposed statement of 
position, Employee Stock Ownership Plans (ESOPs). 
Afternoon: continue discussion of ESOPs; consider 
approving exposure draft of an Audit and Accounting 
Guide, Audits of Credit Unions, and discuss revisions to 
Practice Bulletin 7, In Substance Foreclosure.
M arch 22—Morning: Discuss comment letter on an 
exposure draft from the Financial Accounting Standards 
Board, Accounting for Contributions Received and 
Contributions Made and Capitalization of Works o f Art, 
Historical Treasures and Similar Assets. Afternoon: 
discuss FASB Discussion Memorandum, Present Value 
Based Measurements in Accounting.
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I N T E R N A T I O N A L  N E W S
Exposure Draft Outlines International
The International Federation of Accountants (IFAC) has 
issued an exposure draft of a proposed statement of policy, 
Assuring the Quality of Audit and Related Services. IFAC 
publications offer guidance to professional accounting 
bodies in countries around the world. The exposure draft 
discusses the need for quality control standards and the 
various approaches member bodies can take to establish
Quality Assurance Proposal
adequate self-regulatory quality assurance programs. 
For a copy of the exposure draft, write to Shirley Price, 
Technical Information, AICPA, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775, or call 
212/575-5523. Send comments by April 1 to John W. 
Gruner, director general, IFAC, 540 Madison Ave., New 
York, N.Y. 10022.
Committee Seeks Members’ Comments 
on International Business
The AICPA’s International Practice Committee is seeking the 
opinions of AICPA members on how it can assist those inter­
ested in doing business overseas. It wants advice on how it 
can help members in industry, government, education, and in 
public practice (primarily small and regional CPA firms).
The committee is considering a number of activities, includ­
ing publishing articles and books on international practices, 
establishing a way to answer members’ questions about 
doing business internationally, and sponsoring seminars 
and CPE courses. Members are invited to write to Steven 
Moliterno, CPA, AICPA, 1211 Avenue of the Americas,
New York, N.Y. 10036-8775.
International Accountancy Group 
Proposes Joint Venture Accounting
The International Accounting Standards Committee (IASC) 
has published International Accounting Standard 31, Finan­
cial Reporting of Interests in Joint Ventures, regarding 
the reporting of joint venture assets, liabilities, income, and 
expenses. IAS 31 recommends that professional accounting 
bodies adopt its provisions in financial statements of enter­
prises for accounting periods beginning on or after Jan. 1,
1992. For a copy, write to the AICPA Order Department, 
CPA 291, P.O. Box 1003, New York, N.Y. 10108-1003. Or 
call 800/334-6961, or 800/248-0445 in New York State.
Ask for product number 036288. Price: $5; $4 for AICPA 
members.
A U D I T I N G  N E W S
Auditing Standards Division Issues Guidance for Auditors of Insurance Companies
The Auditing Standards Division has issued a Notice to 
Practitioners, Auditor’s Responsibility Concerning 
“Statement of Actuarial Opinion” Required by Insurance 
Regulators. The Annual Statement Instructions from the 
National Association of Insurance Commissioners require 
insurers to file a statement of actuarial opinion about
specified reserves. The notice provides guidance on auditors’ 
responsibilities concerning the statements of actuarial opin­
ions. For a copy of the notice, write to the AICPA Order 
Department, P.O. Box 1003, New York, N.Y. 10108-1003.
Or call 800/334-6961, or 800/248-0445 in New York State. 
Ask for product number 990067. Price $5; $4 for members.
HUD Consolidates Audit Reviews
The inspector general of the U.S. Department of Housing 
and Urban Development (HUD) has consolidated its non- 
federal audit reviews in a single location. Practitioners 
performing audits under the Single Audit Act should now 
send reports to: HUD, Office of Inspector General, National 
Review Center for Non-Federal Audits, 950 N. Kings High­
way, Cherry Hill, N.J. 08034-1518. The phone number is 
609/968-4850. Reports under the Single Audit Act formerly 
were sent to one of HUD’s regional inspector generals’ 
offices. Reports regarding other types of HUD audits are not 
affected.
Practitioners seeking technical assistance on HUD 
audits may call the center at 800/659-5692.
Department of Education Amends 
Audit Requirements Regarding A-133
The federal Department of Education has issued final 
regulations regarding Circular A-133, Audits of Institutions 
of Higher Education and Other Nonprofit Organizations, 
from the federal Office of Management and Budget (OMB). 
Circular A-133 replaces the department’s previous audit 
requirements, which were based on OMB Circular A-110, 
Grants and Agreements with Institutions of Higher Educa­
tion and Other Nonprofit Organizations. Effective for audits 
of fiscal years beginning on or after Jan. 1 , 1990, OMB Cir­
cular A-133 sets audit requirements for nonprofit institutions 
receiving federal aid. For more information, see the Federal 
Register, Jan. 16.
Reminder to Members Who Are Moving or Changing Jobs
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Reminder to members: New CPE and practice-monitor­
ing membership requirements make it particularly 
important that all Institute records reflect each member’s 
current status. Please send a notice of any change in job
classification or address to AICPA Membership Records, 
1211 Avenue of the Americas, New York, N.Y. 10036- 
8775. Job classification and address changes cannot be 
made over the telephone.
“ The Measure of Excellence"
American Institute 
of Certified 
Public Accountants Accounting Educators:
Volume II, Number 4— March 1991
Change Commission Awards $1.2 Million 
To Six Universities
Meeting January 18 in Los Angeles, the Accounting 
Education Change Commission awarded grants totaling 
nearly $1.2 million to six universities. The grants are to help 
implement innovative changes in the universities’ account­
ing curricula, according to Doyle Z. Williams, commission 
chairman. The universities receiving grants are Arizona 
State University, the University of Chicago, the University 
of Illinois at Urbana-Champaign, North Carolina A&T 
State University, the University of Notre Dame, and the 
University of Virginia.
The recipients were selected from among 50 applications.
“We funded some outstanding projects. Unfortunately we 
could not fund all the good proposals,” Williams said. He 
added, “These projects will develop fundamental changes 
in the way accounting is taught. The prospects for change 
are exciting.”
Arizona State plans a major revision of 
its accounting courses. Central to the pro­
posed curriculum revision is the goal of 
creating an environment in which the student 
is an active participant in the learning 
process. An equally important objective of 
the program will be to develop in graduates the ability and 
motivation for life long learning. Key components of the 
curriculum include (1) restructuring introductory accounting,
(2) providing an information systems foundation for upper-
Accounting Submissions Encouraged
EDUCOM Software Awards Competition
EDUCOM, the national organization  
for academ ic computing, has announced  
that its 1992 software awards com p eti­
tion w ill focus on accounting, am ong  
several other d iscip lines.
Formerly the EDUCOM/NCRIPTAL 
Higher Education Software Awards 
Program, this competition is organized 
by EDUCOM to foster the improvement 
of software quality and the criteria for 
its evaluation.
The competition is held in two 
divisions:
• Product Division: Awards given for 
original academic software designed 
to improve student learning.
• Curriculum Innovation Division: 
Awards given for the innovative
application of software (existing or 
original) to address important stu­
dent learning problems.
“Best” and “Distinguished” awards 
are given in both divisions. Winners 
receive a significant monetary prize 
and are invited to participate in the 
awards ceremony at EDUCOM’s annual 
conference. Since 1987, 91 projects 
have received awards.
To request entry forms and further 
information, contact Deanna Migut, 
Awards Program, 2400 School of 
Education, University of Michigan 
Ann Arbor, Michigan 48109-1259 
telephone (313) 763-5325 (E-Mail 
D eanna_M igut@ U M .C C.U M lCH . 
EDU).
division accounting courses, (3) adopting a laboratory 
science model of instruction, and (4) incorporating a heavy 
reliance on the case method. The School of Accountancy at 
Arizona State has formed a structure to implement this 
project, including a steering committee, a project coordina­
tor, subject area task forces, and evaluation and outcome 
measurements. The School plans to disseminate the results of 
its project through a monograph, program reports, confer­
ence and symposium presentations, articles and inter­
university faculty interaction.
The University of Chicago Graduate 
School of Business project focuses on a 
user orientation in an MBA curriculum. Its 
program is aimed at highly sophisticated 
users of accounting information. The goals 
of the program are to provide students with chicago 
both substantial technical accounting content and a decision 
focus, to teach research and communication skills and to 
emphasize the environment in which business decisions 
based on accounting information are made. The proposed 
curriculum is organized into three modules: Financial, 
Managerial, and Strategy. The first two modules contain 
one introductory course and one or two elective courses. 
The Strategy module contains five elective courses. The 
user orientation will begin in the introductory courses, and 
these are designed to ensure that students understand the 
philosophy, terminology and conven­
tions underlying the preparation of 
internal and external accounting 
reports. The largest component of the 
project is the development of new 
teaching materials (lecture notes, 
readings, assignments and cases) to 
implem ent the user orientation.
(continued on page 3)
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THE ACCOUNTANTS’ 
DATABASE
Electronic databases, available by subscription and 
connection via telephone lines, can help you sort through 
quantities of information quickly and locate exactly the 
article or reference you need easily. Over 500 on-line 
information services are available; collectively they offer 
over 1,700 databases. These resources contain data on 
industries, corporate files, historical stock quotes, financial 
statements, research reports and statistical comparisons 
of thousands of companies. The services can help expand 
analytical reviews and assist in research and planning. 
Fees generally include set-up charges, subscription and 
monthly charges as well as telephone and access costs. 
Most services can be accessed with a PC equipped with a 
modem connected to a standard telephone line; a printer 
is an extremely useful, though not essential, peripheral.
One important database of general interest to accoun­
tants and accounting educators is the Accountants’ 
Database, produced by the AICPA Library Services 
Division. This database is available on ORBIT; for more 
information on subscribing to ORBIT, call the service at 
one of the numbers below. Following is a brief summary 
of the important facts pertaining to the Accountants’ 
Database.
Accountants ’ Database Facts
On-line service
Producer
Printed equivalent 
Scope
Years of coverage 
Frequency of 
update 
File size
Source documents
Unit record
o r b it  Search Service 
8000 Westpark Drive 
McLean, VA 22102 
Tel.: (800) 456-7428 or 
(703) 442-0900 
American Institute of Certified 
Public Accountants, Library 
Services Division. Contact: 
Linda Pierce (212) 575-6326 
Accountants’ Index 
Worldwide English language 
literature of accounting, audit­
ing, data processing, financial 
management, investments and 
securities, management and 
taxation. Special businesses and 
industries are also included. 
1974 to present
Quarterly 
231,084 as of 9/90
4,000 records each update 
(approx.)
80% journal articles (327 cur­
rent journal titles); 20% 
books, pamphlets, etc.
Citation and assigned terms
(continued on back page)
A Case Study
Microcomputer Integration 
at DePaul
For the past few years, the School of Accountancy at 
DePaul University in Chicago has been in the process of 
upgrading the quality of computer integration in their cur­
riculum. The experience has been documented in the form 
of a case study, written by John Ahern, Jr., John McEnroe 
and Elizabeth Murphy, of DePaul’s faculty.
The case study describes the actual implementation, 
including student and faculty preparation, a general 
description of classroom assignments, an evaluation of the 
process, and future plans. The chronology begins in the 
Spring of 1987, when DePaul’s School of Accountancy deve­
loped a computer needs assessment study and outlined the 
school’s PC hardware and software needs over a three-year 
period.
Focusing on issues of microcomputer literacy and spread­
sheet applications, the initial faculty response was one of 
concern. Specifically, problems were seen in terms of the 
time required to teach and integrate spreadsheet training and 
the general lack of proficiency and spreadsheet use among 
the accounting faculty itself. These problems were addressed 
through a decision to provide training in spreadsheet
(continued on back page)
A Comprehensive Resource
Readings for CPAs in Industry
The AICPA Industry Committee has recently released a 
multi-volume publication entitled Selected Readings fo r  
CPAs in Industry—January-June 1990. Volume I, Manage­
ment, and Volume II, Technical, are the latest in a series of 
books containing reprints of recently published managerial 
and technical articles of interest to CPAs in business and 
industry. These books bring together, in one convenient 
place, current and comprehensive information arranged by 
topics. The format is designed to be of value not only to 
industry CPAs, but to educators and students in the field.
The articles, taken from leading business and profes­
sional journals, address a wide range of topics that relate to 
the broad scope of professional responsibilities carried out 
by the industry CPA. In selecting articles to be included, the 
committee looked for those that presented ideas that were 
innovative, practical, and widely applicable.
Selected Readings is published semiannually to dis­
seminate timely and important information about trends and 
techniques.
The volumes are available individually (Volume I—order 
number 090014; Volume II —order number 090013) for $28 
each, or together (order number 090015) for $40. (Non­
member prices slightly higher.) Shipping and handling 
charges are extra. They may be ordered directly from the 
AICPA Order Department, telephone (800) 334-6961 or, in 
New York, (800) 248-0445. For more information on the 
materials, you may contact AICPA Industry Committee staff 
aid Tom Lemmon at (212) 575-6439.
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AECC Grants (continued from front page)
These new materials will be designed to 
focus on accounting topics from a busi­
ness decision-perspective, and they will 
be readily transferable to other institu­
tions; the school will establish formal 
mechanisms for such dissemination.
In a joint project, 
the U niversity  o f  
Illinois at Urbana- 
Champaign and the 
University of Notre 
Dame will develop a 
curriculum designed 
to make students 
become critical think­
ers and to take an 
active role in the learn­
ing process. Using a 
contracting framework, the program 
will integrate the accounting curriculum 
with general education requirements 
and with general business courses. The 
faculty will design a system to incor­
porate both technological features of 
the practice environment and research 
findings into the classroom materials.
N o r th  C a r o lin a  
A&T State University 
w ill emphasize the 
enhancement of pro­
fessional awareness, 
the development of
problem-solving skills, the improve­
ment of communication, interpersonal 
and leadership skills, and the promotion 
of computer reliance. A highlight of 
their project is a program to establish 
student-mentor relationships. Such 
non-course-specific activities are 
aimed at providing students with an 
accounting-specific orientation to the 
expectations of faculty and future 
employers. In addition, course-specific 
activities are designed to address 
professional awareness issues and the 
interrelationships between and the 
relevance of the subject matter pre­
sented and the skills and knowledge 
acquired in previous learning situations.
The McIntire School 
at the University of 
Virginia is moving to 
a five-year program 
for students who wish 
to obtain a compre­
hensive technical education in 
accounting. The school will shift its 
focus from the narrower objective of 
preparing students for the CPA exam to 
the broader objective of producing 
graduates who have the capabilities 
that are necessary for ultimate success 
as accounting professionals. Through 
the use of cases, accounting classes
will explore a limited number of topics 
in depth, so that students can develop 
a thorough understanding of the 
principles involved. This will also 
allow an emphasis on developing 
basic capabilities such as communica­
tion and interpersonal skills. In 
addition, McIntire expects to continue 
developing its curriculum to further 
integrate the computer and to incor­
porate more sophisticated hardware 
and software.
These grants represent the second 
and, at this point, final round of 
funding activities envisioned when 
the Accounting Education Change 
Commission was organized in 1989. 
The AECC is funded by the six largest 
international public accounting firms 
to promote improvements in accounting 
education. The 18-member Commis­
sion is comprised of educators, business 
executives, and representatives of 
accounting firms.
For more information about the 
AECC or any of the funded projects, 
contact Dr. Gary Sundem, Executive 
D irector, A ccounting Education 
Change Commission, 365 Ericksen 
Avenue, NE, #327, Bainbridge Island, 
Washington 98110; telephone (206) 
842-9489.
CPA EXAM GRADERS NEEDED
The AICPA’s Examinations Division is seeking CPAs and 
JDs to assist in grading future Uniform CPA Examinations.
The exam is given twice a year, in May and November. 
The grading period begins two to three weeks after the 
exam is given and continues for about six weeks. Graders 
must provide a minimum of three seven-hour days each
week, excluding Sundays. All grading is done at the 
AICPA’s office in New York City.
For additional information and an application, write to: 
AICPA Examinations Division 
1211 Avenue of the Americas 
New York, NY 10036
An Innovative Approach
“Audio Tutor” for 
Introductory Students
Curtis DeBerg at California State University at Chico has 
created a “portable tutor” for introductory financial 
accounting students. The tutorial consists of four one-hour 
cassette tapes and a study booklet. It covers 14 topics gener­
ally included in introductory financial accounting courses.
“This tutorial is designed especially for introductory 
accounting students who are having difficulty with basic 
concepts,” DeBerg said. For more information, contact 
DeBerg at the Department of Accounting and Management 
Science, College of Business, California State University 
at Chico, Chico, California 95929-0001; telephone 
(916) 898-8111. [The AICPA has not tested or evaluated this 
product, and does not endorse its use or take any position on 
its usefulness.]
Computerized Guide Available
Selecting Accounting Software
A computer-based software analysis program entitled 
The Accounting Library has recently been introduced by 
Solutions Inc. This package allows users to identify 
accounting requirements and compare these within a list 
of 70 different accounting packages. The Accounting 
Library is designed to help in the analysis, selection and 
installation of the accounting package most appropriate to 
the user’s specific needs. Products referenced in The 
Accounting Library function in a variety of computing 
environments, including DOS, Macintosh, LANs, and Unix. 
For more information, contact Solutions Inc., 587 South 
Lake Boulevard, Richmond, Virginia 23236; telephone 
(804) 794-3100. [The AICPA has not tested or evaluated this 
product, and does not endorse its use or take any position on 
its usefulness.]
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An Important Resource
NCRIPTAL: Accent on Teaching 
and Learning
The National Center for Research to Improve Post­
secondary Teaching and Learning (NCRIPTAL) is funded at 
the University of Michigan by a grant from the U.S. Depart­
ment of Education’s Office of Educational Research and 
Improvement and the University of Michigan. NCRIPTAL 
publishes an irregular series of Accents, summarizing 
current issues and findings on teaching and learning in 
higher education. These two- to three-page briefs address 
such topics as:
• Helping teaching and learning centers improve teaching.
• Why does it take “forever” to revise the curriculum?
• Assessing growth in thinking in college courses: A 
caveat.
• The computer revolution in teaching.
• Administrative barriers to improving undergraduate edu­
cation.
• Teaching thinking in college.
• What are academic administrators doing to improve 
undergraduate education?
• Bridging the gap between education research and college 
teaching.
• Personal growth as a faculty goal for students.
• Faculty performance appraisal: A recommendation for 
growth and change.
Single copies of these documents are available free from 
NCRIPTAL if the request is accompanied by a self-addressed 
stamped envelope. In addition to these briefs, NCRIPTAL 
publishes a number of reports and monographs covering a 
wide range of important issues in teaching and learning. For
more information, contact NCRIPTAL at 2400 SEB, The 
University of Michigan, Ann Arbor, Michigan 48109-1259; 
telephone (313) 986-2741.
A CCOUNYANTS'  Database (continued from  page 2)
Structure of assigned
index terms   Hierarchical (controlled 
vocabulary)
Document
availability   Members of the AICPA and spe­
cial libraries may borrow items 
listed in the Accountants ’ Data­
base from the AICPA Library.
ORBIT rate $88/hour, connect time 
$.47/on-line print, $52/on-line 
full or tailored,
$.56/off-line print,
$.61/off-line full or tailored
User aids ORBIT User Manual for  
Accountants, July 1989, availa­
ble from ORBIT Search Service. 
Accountants’ Index Master List 
o f Subject Headings and AICPA 
Library Classification Sched­
ule, available from AICPA 
Order Department. Journals 
List, by title and subject, availa­
ble from AICPA Library Services 
Division.
DePaul (continued from  page 2)
use outside of traditional accounting 
classes; specific training courses were 
offered to faculty and students alike by 
computer lab personnel at other times. 
Students received a tuition-free, six- 
hour train ing session and were 
provided with materials at a nominal 
fee (through the financial support of 
the School of Accountancy’s alumni 
organization). Students were required 
to successfully pass this course in 
order to maintain registration in the 
financial accounting course.
The spreadsheet task was integrated 
into Intermediate I and II Financial 
Accounting courses as well as Advanced 
Financial Accounting. The assignments 
in general focused on a bond amortiza­
tion schedule in Intermediate I, a lease 
amortization in Intermediate II, and a 
consolidation problem in the advanced 
course. Students were required to 
solve the problems manually first, and 
then to input alternate assumptions to 
the spreadsheet in order to demon­
strate the ease of alternate analyses.
A follow-up evaluation of the inte­
gration exercise found that the vast 
majority of students attended the PC 
training and found it helpful when 
perform ing their assignments. In 
particular, the students praised the 
availability of university-wide com­
puter facilities, both in PC classrooms 
and labs.
In summarizing the case study, the
authors note that the school is continu­
ing its computer integration program, 
with particular attention to spreadsheet 
training alternatives, by monitoring 
classroom applications, increasing the 
use of spreadsheets in all accounting 
areas of specialization, and reviewing 
computer integration needs at a gradu­
ate level. This material should prove 
interesting to accounting programs and 
departm ents concerned w ith the 
increasing necessity to use desktop 
computing capabilities.
For more information, write to Dr. 
John Ahern, Jr., Director, School of 
Accountancy, DePaul University, 25 East 
Jackson Boulevard, Chicago, Illinois 
60604-2287; telephone (312) 362-8770.
Published five times each academic year by the AICPA Relations with Educators Division, 1211 Avenue of the Americas, New York, NY 
10036-8775; telephone (212) 575-6358. Send submissions to editor at address given. Reproduction of this material is encouraged, 
and permitted if source acknowledgement is made and a copy of the reprinted sections is sent to the editor. Opinions expressed in this 
publication do not necessarily reflect Institute policy.
A I C P A  S O F T W A R E
A D V E R T I S E M E N T
ACCOUNTANT’S TRIAL BALANCE 2.1
Finally, the clerical detail and calculations you now do manually can be done automatically using the power of 
your desktop computer. With ATB you can enter a company’s information on a screen that is laid out just like a 
columnar workpaper. And once the information is entered, just touch a key to display current net profit or 
loss...a listing of accounts with all the current account balances...and much more. 
ATB is fully integrated, so when you change information in one area, it’s reflected throughout all the 
reports—automatically—without having to reenter data. And it’s easy to customize the reports to fit your needs.
Look At The Workpapers That Accountant’s Trial Balance Creates For You.. .Easily:
• Trial Balance • Reclassifying Journal Entries
• Working Trial Balance • Journals
• General Ledger • User-Definable Grouping Schedules
• Lead Schedules • Analytical Procedure Workpapers
• Chart of Accounts Listing • Tax Journal Entries
• Adjusting Journal Entries • Potential Journal Entries and Analysis
Analytical Procedure Workpapers Are A Snap! ATB lets you compare results of up to 34 ratios to the prior 
period, to budget, or to industry averages entered by the user. Or, compare current account balances to 
prior year and to budget. The calculations are automatic— and the documentation is ready to file.
ATB Version 2.1 No. 016340 AICPA member price $316
And to add even more function and flexibility, ATB 2.1 offers three powerful optional modules.
• FAST! • FAST-CPA • Great Plains • Macola
• MAS 90 • One-Write Plus • Open Systems
• Platinum • Real World • Solomon
System Requirements
IBM PC, XT, AT, PS/2 and IBM Compatibles •  One diskette drive and a hard drive •  640K RAM • DOS Version 3.1 or higher •  A printer capable of 
printing at least 132 characters per line •  Each package will include ATB diskettes in BOTH 5¼” and 3½” formats. Hard disk space required to 
install the programs: ATB 2.1-1.3 megabytes; ATB Conversion ~ 830,000 bytes; ATB Financial Statements ~ 816,000 bytes; and ATB 
Consolidations ~ 400,000 bytes.
ATB CONVERSION
If you find ATB’s automatic calculations a plus, ATB 
Conversion goes one step further—because it enables 
you to bypass manual entry of a company’s data! ATB 
Conversion automatically imports data directly into 
Accountant’s Trial Balance from many popular general 
ledger or workpaper packages.
This easy-to-use module automatically retrieves all the 
relevant data you need to perform your trial balances and 
analyses, including account numbers, account names, 
current balances, and if present, the prior balances and 
budget.
Here are some of the popular ledger and workpaper 
packages from which ATB Conversion can import data 
directly:
• ACCPAC • ACE • BPI • Champion • CYMA
Even if your client’s general ledger package is not directly 
supported by ATB Conversion, any software that can cre­
ate an ASCII, Lotus or dBase file can use this time-saving 
module to easily convert the data for use in Accountant’s 
Trial Balance. And that can mean a substantial savings of 
time.
• CCH Computax • CLR/Fast Tax • Lacerte (GL Bridge) 
What a time-saving convenience!
Export Data Into Today’s Popular Tax Packages.
Once you’re through analyzing your client’s data, ATB
ATB Conversion 
AICPA member price $296
Conversion enables you to export information directly to 
major tax packages, including:
No. 016372
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A D V E R T I S E M E N T
A I C P A  S O F T W A R E
ATB FINANCIAL STATEMENTS
Now you can easily create a complete set of financial 
statements for any ATB trial balance. With just the touch 
of a few keys, this versatile module automatically produces 
the essential financial statements you need.
With ATB Financial Statements you can easily produce:
• Balance Sheet • Income Statement • Statement of 
Cash Flows • Footnotes • Supplemental Statements
• Accountant’s Report • Table of Contents • Cover Page
Produce your financial statement from scratch, or from 
any of ATB’s user-definable schedules, lead schedules or
ATB Financial Statements*
chart of accounts, and then fully customize it to meet 
your needs.
What You See Is What You Get.
No more surprises at the printer! ATB Financial State­
ment’s powerful report writer acts like a combination 
word processor/spreadsheet to create clear, customized 
statements that print just as they appear on the screen.
All Your Changes Are Updated Automatically.
Another time-saver: ATB Financial Statements is fully 
integrated with Accountant’s Trial Balance. So any 
changes in an ATB trial balance are automatically 
reflected throughout your on-screen financial statements.
No. 016350 AICPA member price $236
ATB CONSOLIDATIONS
Finally, here’s software specifically designed for handling 
related corporate groups or non-profit institutions. With 
ATB Consolidations, you can create a “master chart of 
accounts.”
Easily Assign Accounts To Master Accounts 
Simply set up the related companies—or company 
divisions—on Accountant’s Trial Balance, and then assign 
their respective accounts to the consolidated master 
accounts of your choice.
ATB Consolidations will even assign accounts automati­
cally if they match the consolidated account numbers. 
Track and Update Account Balances, Easily Reconsolidate. 
Each time you use ATB Consolidations, it automatically 
tracks activity in all companies that have been consoli­
dated.
Of course, ATB Consolidations takes full advantage of 
ATB’s powerful range of options, including analytical pro­
cedures, user-definable schedules and period end closes.
ATB Consolidations*
*See order form for combination prices
To order, complete this form and mail to:
Order Department, American Institute of CPAs,
P.O. Box 1003, New York, NY 10108-1003 
Note: ATB 2.1 is required to run either the ATB Financial Statements, 
Consolidations or Conversion Module.
____ATB 2.1 (016340) @ $316___
____ATB Conversion (016372) @ $296___
____ATB Financial Statements (016350) @ $236___
____ATB Consolidations (016370) @ $236___
No. 016370
ORDER FORM - AICPA Members Only 
Payment Method
AICPA member price $236
Combination Packages (includes ATB 2.1) - New Buyers
____ATB 2.1 with ATB Financial
Statements (016365) @ $476_____
___ ATB 2.1 with ATB Consolidations (016380) @ $476____
____ATB 2.1 with ATB Financial
Statements and Consolidations (016390) @ $636_____
Special Prices for ATB 1.0 and 2.0 Buyers*
___ ATB 2.1 (016341) @ $ 3 2 ____
____ATB 2.1 with ATB Financial
Statements (016360) @ $236_____
____ATB 2.1 with ATB Consolidations (016375) @ $236_____
____ATB 2.1 with ATB Financial
Statements and Consolidations (016395) @ $396_____
*To get these prices you must enclose disk of ATB Version 1.0 or 
2.0 or ATB Manual cover. New material includes ATB 2.1.
Shipping & Handling Fees Subtotal_____
• $25.01-$50.00: $4.95 • $50.01-$150.00: $5.95 Shipping_____
• Over $150.00:4% of total Tax*_____
TOTAL_____
□  Bill Me □  Check enclosed □  MasterCard □  VISA
Card Account Number Expiration Date
Signature (required on credit card purchases) Telephone
Print Name Member No.
Firm (if part of mailing address)
Address
City State ZIP
‘ Please add 8¼% sales tax in New York City. Elsewhere in New York State, 
add 4% state tax, plus local tax if applicable. In Washington, DC, add 6% 
tax and in Vermont add 4% state tax.
To order, complete and return this form, or call 
Toll Free: 1-800-334-6961 and Ask for Operator CPA291.
In New York State, call: 1-800-248-0445 When ordering by 
phone, be prepared to give the operator the following information: 
member number, product codes, VISA or MasterCard number.
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N E W  P U B L I C A T I O N S
Two new publications are the first books in a new series 
from the AICPA’s PFP Division. Based on the Division’s 
three-volume Personal Financial Planning Manual, the new 
publications are the Guide to the Personal Financial Plan­
ning Process and Professional Standards (product number 
017113) and the Guide to Investment Planning (017111). 
The 42-page Guide to the PFP Process and Professional 
Standards describes the basic elements of the PFP process 
and covers all professional literature and standards applying 
to PFP. The price is $25; $20 for members. The 121-page 
Guide to Investment Planning discusses how to do invest­
ment planning and focuses on developing asset-allocation 
programs and alternative approaches to investment planning. 
The price is $33.75; $27 for members.
Tax Treatment of Nonbusiness Expenditures: The Form 
of the Tax Allowance—Deduction or Credit (G00510) 
offers a set of guidelines to legislators for the tax treatment of 
expenditures that do not affect the production of income. It is 
designed to bring discipline to the selection process for the 
form of a tax allowance deduction or credit. The first five 
copies are free. (Telephone orders cannot be taken.)
To order publications, write to the AICPA Order Depart­
ment, CPA 291, P.O. Box 1003, New York, N.Y. 10108- 
1003. You may also send your order via fax machine, 
212/575-6841. Or call 800/334-6961, or 800/248-0445 in 
New York State. Ask for Operator CPA 291. The best times
M E E T I N G S  A N D
Tax Strategies for the High Income Individual is for those 
interested in the impact of the Revenue Reconciliation Act of 
1990; tactics for dealing with such events as bankruptcy, 
divorce, and estate planning; and ideas for enhancing family 
business assets. Topics will include compensating non-family 
managers in closely held corporations and methods of cre­
ative charitable giving. Dates and locations: April 29-30, 
Flamingo Hilton Hotel, Las Vegas; May 30-31, Walt Disney 
Swan, Orlando. Registration: $495. Recommended CPE 
Credit: 16 hours. For a brochure, call 800/242-7269 or 
212/575-5696 in New York State.
Marketing & Managing a Successful Tax Practice is for
tax department managers. Topics include successful practice 
building, the future tax department, niche marketing, and 
quality review. Among the speakers will be William L. Raby, 
CPA, a tax practitioner and editor of The Raby Report on Tax 
Practice, a newsletter. Dates and location: May 2-4 , West­
court in the Buttes, Tempe, Ariz. A 2-day and a 2½ -day 
workshop are available. Space is limited to 150 registrants. 
Registration: For 2 days, $645 on or before March 15 ($795 
after March 15). For 2½ days, $695 on or before March 15 
($845 after March 15). Recommended CPE credit: For 2 
days: 16 hours; for 2½ days: 20 hours. For a brochure, call 
800/242-7269 or 212/575-5696 in New York State.
The 1991 National Marketing Conference is for managing 
partners, partners in charge of practice development, and
to call are 8:30 to 11:30 a.m. and 2:00 to 5:30 p.m., Eastern 
Standard Time. Prices do not include shipping and handling.
The 1990 edition of The State of Small Business from the 
federal Small Business Administration outlines recent small 
business trends and projections involving the economy, jobs, 
new businesses, government procurement, financing, interest 
rates, and business ownership for women. For a copy, write 
to the Superintendent of Documents, U.S. Government Print­
ing Office, Washington, D.C. 20402, or call 202/783-3238. 
Ask for stock number 045-000-00260-8. Price: $8.50.
What a Difference Nonprofits Make: A Guide to 
Accounting Procedures from Accountants for the Public 
Interest illustrates the basics of nonprofit accounting and 
financial management. For a copy, write to Accountants for 
the Public Interest, 1012 14th St., NW, Suite 906, Washing­
ton, D.C. 20005, or call 202/347-1668. It is free.
The Capital Regulations Training Manual is a 300-page 
manual that contains examples, exercises, and references to 
help readers understand capital standards for savings associ­
ations. Published by the federal Office of Thrift Supervision, 
it explains the capital standards as of Sept. 30 , 1990. To 
order, send $75 to: Controller, Office of Thrift Supervision, 
1700 G St., NW, Washington, D.C. 20552. Refer to Publica­
tion No. CRTM-0000. Make checks payable to the Office of 
Thrift Supervision.
C O N F E R E N C E S
marketing directors from firms of all sizes. Sponsored by the 
AICPA Management of an Accounting Practice Committee, 
the two-day conference will focus on such marketing topics 
as how to make a quality reputation stand out, how to train 
partners to sell, using a full-time salesperson, public rela­
tions, and client surveys. Dates and location: June 6-7, 
Westin Hotel at Copley Place, Boston. Registration: $500. 
Recommended CPE credit: 15 hours. For a brochure, call 
212/575-3814.
For registration and travel information for AICPA confer­
ences, write to the AICPA Meetings & Travel Division, 1211 
Avenue of the Americas, New York, N.Y. 10036-8775, or 
call 212/575-6451.
The SEC and Financial Reporting Institute Conference is
for business and accounting executives seeking a forum on 
SEC policy issues. The one-day conference is sponsored by 
the SEC and Financial Reporting Institute of the School of 
Accounting at the University of Southern California. Among 
the speakers will be FASB Chairman Dennis R. Beresford; 
William R. McLucas, director of the SEC’s Division of 
Enforcement; a representative of the SEC’s Office of the 
Chief Accountant; and other senior SEC staff members. Date 
and location: May 16, the Westin Bonaventure Hotel, Los 
Angeles. Recommended CPE credit: 8 hours. Registration: 
$350. For information, call conference coordinator Bonita 
Mehrotra, 213/740-4847.
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W A S H I N G T O N  A T  A G L A N C E
More than 40 members of 
Congress have written to 
President Bush urging him to 
appoint qualified individuals 
to the 18 positions created under the Chief Financial Officers 
Act of 1990. The members of Congress said, “We suggest 
not less than six years of experience as a successful chief 
financial officer in the private sector or a large governmental 
entity. This will ensure that good financial management 
practiced in other institutions will be implemented in all gov­
ernmental agencies.” In November, the AICPA wrote to the 
president asking that CPAs be appointed to these positions 
(The CPA Letter, December). Incorporating most of the 
recommendations of the AICPA’s Task Force on Improving 
Federal Financial Management, the new law creates posi­
tions for a controller, a deputy director for management, and 
positions for CFOs in 16 federal agencies. Signed into law 
by the president on Nov. 15, the act is the culmination of 
years of work by Congress, the administration, the AICPA, 
and others.
Two AICPA members have 
received awards from the 
Association of Government 
Accountants:
■ Harold Steinberg, national director for federal services for 
KPMG Peat Marwick, received the Andy Barr Award, which 
is given to an outstanding financial executive in the private 
sector. It was awarded to Steinberg for sustained, outstanding 
leadership in improving governmental financial management.
■ Thomas Allen, Utah state auditor, received the Frank 
Greathouse Award, which is given to an outstanding finan­
cial executive in state or local government. It was awarded to 
Allen for improving state legislation affecting local govern­
mental accounting, reporting, and auditing.
The Securities and Exchange 
Commission has issued Staff 
Accounting Bulletin No. 90 
regarding the effects of 
Laventhol & Horwath’s bankruptcy filing on registrants 
who are former Laventhol clients. The bulletin provides 
guidance on the disclosure required of and the relief 
granted to these registrants. For information, see the 
Federal Register, Feb. 7.
The AICPA Tax Practice and 
Procedures Committee would 
like to know if members 
encountered problems in two 
areas when filing 1989 tax returns. The first is whether incor­
rect assessments of Failure to File penalties were asserted by 
the IRS when the return was postmarked April 16, 1990, and 
Certified Mail—Return Receipt Requested was used. The 
second is whether the IRS erroneously continued to send 
notices of estimated tax penalties when a Form 2210 was 
attached to the tax return. If you had either problem, please 
call Marianne Micco, technical manager, at 202/737-6600.
Statement No. 5, Accounting 
for Contingencies, from the 
Financial Accounting 
Standards Board requires 
accountants and auditors to evaluate the Federal Savings and 
Loan Insurance Corp.’s (FSLIC) obligations for the possibil­
ity of loss. Congress has appropriated $22 billion for the 
FSLIC Resolution Fund for the fiscal year ending Sept. 30 to 
permit payment of fund obligations as they become due and 
prepayment of certain obligations bearing higher rates of 
interest before they become due. For details, see the Journal 
of Accountancy, February, pages 59-64.
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Treadway’s Sponsoring Organizations Define Internal Control
Exposure draft would 
help public companies 
judge the effectiveness 
of their internal 
control systems
The Committee of 
Sponsoring Organi­
zations (COSO) of 
the Treadway Com­
mission has released 
an exposure draft 
that defines internal control. Titled Internal 
Control—Integrated Framework, the exposure 
draft was written to help chief executives and 
senior operating and financial managers of 
public companies to control their companies’ 
activities and to help boards of directors carry 
out their oversight responsibilities. It provides a 
framework that will serve as a guide for judging 
the effectiveness of internal control systems and 
for improving them.
While it does not express an opinion on the 
merits of public reporting on internal control, the 
exposure draft does provide guidance to those 
entities that do report or are considering report­
ing externally on their internal control systems. 
Currently, about one in four public companies 
includes in its annual report to shareholders a 
management report that discusses some aspects 
of internal control.
The exposure draft is the result of an 
18-month study done under the guidance of the 
Financial Executives Research Foundation in
response to Treadway’s recommendation that 
the sponsoring organizations develop integrated 
guidance on internal control, said COSO Chair­
man Robert L. May, the AICPA’s representative 
on COSO. “Fraudulent financial reporting and 
‘accounting surprises’ can never be eliminated 
totally,” said May. “However, it is COSO’s view 
that if management, boards of directors, external 
auditors, and others adopt the components, cri­
teria, and guidelines set forth in the framework, 
the incidence of such events will be reduced.”
The study was conducted by Coopers & 
Lybrand on behalf of the five organizations that 
sponsored the Treadway Commission (formally 
known as the National Commission on Fraudu­
lent Financial Reporting). The five organizations 
are the American Accounting Association, the 
American Institute of Certified Public Accoun­
tants, the Financial Executives Institute, the 
Institute of Internal Auditors, and the National 
Association of Accountants.
For a copy of the exposure draft, write to the 
AICPA Order Department, P.O. Box 1003, New 
York, N.Y. 10108-1003, or call 800/334-6961, 
or 800/248-0445 in New York State. Ask for 
product number G00610. The first five copies are 
free. Each additional copy costs $5, plus ship­
ping. The comment period ends June 14.
Symposium Report Says Financial Reporting Needs Re-Examination
The current financialDoing so would involve 
research into the 
needs of financial 
statement users
reporting process 
should be gradually 
“re-engineered,” 
said participants at a 
symposium on financial reporting and standard 
setting. Research should be undertaken into the 
needs of financial statement users and considera­
tion given to different levels of information and 
attestation to meet those needs, they agreed.
Representing a variety of constituents 
served by the Financial Accounting Standards 
Board, the symposium participants included 
public-practice executives; members of standard- 
setting and regulatory agencies; financial 
analysts; representatives of the banking, invest­
ing, and corporate communities; academics; and
leaders of professional organizations. Chaired by 
Russell E. Palmer, former dean of the Wharton 
School, “The Symposium on Financial Reporting 
and Standard Setting” was sponsored by the 
AICPA in October at Wharton. Participants 
discussed two topic areas: “Financial Reporting” 
and “FASB—Its Mission and Agenda,” led 
by Shaun F. O’Malley, managing partner 
of Price Waterhouse, and by AICPA President 
Philip B. Chenok, respectively.
The AICPA recently published the papers 
delivered at the symposium in a book titled 
Financial Reporting and Standard Setting. For 
a copy of the publication, write to the AICPA 
Order Department, P.O. Box 1003, New York, 
N.Y. 10108-1003. Ask for product number 
024501. Price: $6.25; $5 for members.
AICPA
N E W S  B R I E F S
► AICPA Announces Intent 
to Lease New Jersey Property
The AICPA has authorized a letter of intent to lease property 
at the Harborside Financial Center in Jersey City, NJ. If the 
lease is signed, a majority of the Institute’s operations will 
move to the new location beginning in July 1992. Underlying 
the decision are the facts that the Institute’s lease is up for 
renewal, the present facilities are inadequate for its staffing 
needs, and the cost of maintaining all Institute operations in 
mid-Manhattan is prohibitive. Plans are underway to ensure 
that the relocation will not result in any disruption of service 
to AICPA members.
► Nebraska Becomes 14th State 
to Raise Education Requirement
Nebraska has become the 14th state to pass the 150-hour 
education requirement. Nebraska joins Alabama, Arkansas, 
Florida, Hawaii, Kansas, Kentucky, Louisiana, Mississippi, 
Montana, Tennessee, Texas, Utah, and West Virginia as 
states that have adopted laws or requirements calling for 150 
hours of education. More than a dozen states are expected to 
introduce similar legislation this year.
► Massachusetts Repeals Tax 
on Professional Services
The Massachusetts legislature repealed its 5% tax on 
professional services, including accounting services, on 
March 8. The Massachusetts Society of CPAs worked to 
help repeal the tax. Similar taxes are being considered in 
other states.
To address the issue of sales tax on professional serv­
ices, the AICPA Committee on State Legislation formed a 
service-tax task force late last year. Among other actions, a 
special session on taxation of services was held in conjunc­
tion with the Institute’s Key Person Coordinator Conference 
on Feb. 5 in Washington, D.C. More than 30 state societies 
attended the special session.
► AICPA to Testify on Retail Excise Tax
The AICPA Tax Division has submitted comments to the IRS 
and will testify on April 29 on proposed regulations dealing 
with excise taxes on certain passenger vehicles, boats, air­
craft, jewelry, and furs.
The majority of the taxpayers affected by these luxury 
excise tax rules are small businesses. In many cases, small 
businesses do not have the legal or accounting expertise 
needed to cope with the new taxes and to avoid the economic 
peril if their judgments are incorrect. In addition, some prac­
titioners believe that the government’s cost to administer, 
collect, and oversee compliance with the tax may be more 
than the revenue it generates.
► Committee Considers Interpretation 
About On-Site Quality Reviews
At its meeting on Feb. 11-12, the Quality Review Executive 
Committee directed its staff to draft an interpretation of the 
Quality Review Standards that would specify that a CPA 
firm must have an on-site quality review if it performs any 
engagements under auditing standards, including engagements 
under Statement on Auditing Standards No. 35, Special 
Reports—Applying Agreed Upon Procedures to Specified 
Elements, Accounts, or Items of Financial Statements. The 
committee will consider the draft when it meets in May.
During the meeting, the committee also:
■ Adopted a revised engagement checklist for compilations 
that omit substantially all disclosures;
■ Agreed that Quality Review working papers should be 
retained for 90 days rather than six months after the administer­
ing entity has issued a letter accepting the QR report and that 
only the QR report itself and, if applicable, the letters of com­
ment and response, should be retained until a firm's next review;
■ Agreed that any one firm should not provide more than 
one member to a committee-appointed review team.
► Institute Criticizes Safe-Harbor 
Proposal for Recordkeeping Rules
The AICPA agrees with an IRS proposal for certain foreign 
corporations to meet new recordkeeping rules, but said that 
a corresponding safe-harbor requirement is “virtually impos­
sible to satisfy.” The AICPA testified before the IRS on Feb. 
22 on proposed recordkeeping regulations under Internal 
Revenue Code section 6038A.
To satisfy the requirements, the reporting corporation 
must keep those records considered relevant to determine 
the correctness of related-party transactions, or the reporting 
corporation and its foreign parent or affiliate must satisfy a 
safe-harbor requirement. If a safe harbor is desired, the 
AICPA said, the required records should be defined and pre­
scribed in a way that is commercially practical. The AICPA 
said the IRS also should clarify what is required to ensure 
that taxpayers will not have to create records that otherwise 
do not exist.
► CPA Exam Graders Needed
The AICPA’s Examinations Division is seeking CPAs and 
JDs to help grade the Uniform CPA Examination. The grading 
period begins two to three weeks after the exam is given and 
continues for about six weeks. The exam is given each year in 
May and November. Graders must provide a minimum of three 
seven-hour days each week, excluding Sundays. All grading is 
done at the AICPA in New York. For information, write to 
AICPA, Examinations Division, 1211 Avenue of the Americas, 
New Yoik,N.Y. 10036.
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Two New Programs Offer Certificates of Educational Achievement
implement, and evaluate strategic financial management 
concepts, principally in corporate, for-profit companies.
■ “Government Accounting and Auditing” is four courses
Next month, the AICPA Continuing Professional Education 
Division will offer two new programs providing Certificates 
of Educational Achievement (CEA). The new programs are 
“Financial Management” and “Tax Planning and Advising 
for Closely Held Businesses.” They join two existing pro­
grams, “Government Accounting and Auditing,” and 
“Personal Financial Planning.” A CEA program is a series of 
demanding, integrated courses in a specific area of account­
ing. Case studies; are often incorporated. Here are brief 
descriptions of each program:
■ “Tax Planning and Advising for Closely Held Businesses” 
is seven courses involving forming, operating, and terminat­
ing such businesses; and succession planning.
■ “Financial Management” is six courses on how to apply,
on planning, conducting, and reporting on governmental 
audits of financial statements.
■ “Personal Financial Planning” is seven courses including 
managing work flow, client communication, PFP software, 
marketing, and retirement and tax planning.
CEA programs are offered at various times and locations 
around the country. For more information, write to:
Colleen Sutherland, CPE Division, AICPA, 1211 Avenue 
of the Americas, New York, N.Y. 10036-8775, or call 
800/242-7269 or 212/575-5696 in New York State.
AC C O U N T I N G  A N D  A U D I T I N G  N E W S
Auditing Standard No. 65 Offers 
Guidance on Assessing Internal Auditors
The Auditing Standards Board has approved Statement on 
Auditing Standards (SAS) No. 65, The Auditor’s Considera­
tion of the Internal Audit Function in an Audit of Financial 
Statements. SAS No. 65 supersedes SAS No. 9 and provides 
expanded and revised guidance on such topics as assessing 
the competence and objectivity of internal auditors, determin­
ing the extent of the effect internal auditors’ work may have 
on the audit, and evaluating and testing the effectiveness of 
internal auditors’ work. The statement is effective for audits 
of financial statements for periods ending after Dec. 15, 1991.
SAS No. 65 is scheduled to be published in the May 
issue of the Journal of Accountancy and to be available for 
sale by April 15. ( Note: SASs are no longer provided to mem­
bers on a gratis basis.) To buy a copy, write to AICPA Order 
Department, P.O. Box 1003, New York, N.Y. 10108-1003 or 
call 800/334-6961, or 800/248-0445 in New York State. Ask 
for product number 060650. Price: $3.50; $2.80 for members.
CIRA Guide to Be Issued in June
Expected to be issued in June, the Common Interest Realty 
Associations guide will provide long-awaited auditing and 
financial reporting guidance for homeowners’ associations, 
condominiums, and cooperative housing corporations. It will 
be effective for years beginning on or after its issue date.
In clearing the guide, FASB members expressed reser­
vations about the practice described in the guide involving 
reporting on common real property, but said they believed 
the guide would improve practice by providing needed guid­
ance in other areas.
EPA Amends Audit Requirements
The federal Environmental Protection Agency has issued final 
regulations regarding OMB Circular A-133, Audits of Institu­
tions of Higher Education and Other Nonprofit Organizations. 
A-133 replaces the: EPA’s previous audit requirements. For 
more information, see the Federal Register, Feb. 22.
Auditing Exposure Draft Addresses 
Reports on Service Organizations
The Auditing Standards Board has issued an exposure draft 
of a proposed statement on auditing standards (SAS),
Reports on the Processing of Transactions by Service 
Organizations, to provide guidance to auditors of financial 
statements of an entity that uses a service organization to 
process transactions. The proposed statement also provides 
guidance to auditors who issue reports for use by other audi­
tors on procedures performed at service organizations. 
Examples of such service organizations include bank trust 
departments that invest and hold assets for employee benefit 
plans and electronic data processing centers that process 
transactions for user organizations. The proposed SAS would 
supersede SAS No. 44, Special-Purpose Reports on Internal 
Accounting Control at Service Organizations.
For a copy of the exposure draft, write to the AICPA 
Order Department, P.O. Box 1003, New York, N.Y. 
10108-1003. Ask for product number G00602. The com­
ment period ends May 27.
Bill Calls fo r Full-Scope ERISA Audits
A bill that would require full, comprehensive audits of private 
pension funds has been introduced in the U.S. Senate. The 
bill, S.269, is cosponsored by Senators Nancy Kassebaum 
(R-Kan.), Orrin Hatch (R-Utah), Mark Hatfield (R-Ore.), 
Dale Bumpers (D-Ark), Richard Bryan (D-Nev.), and Jake 
Gam (R-Utah). The Employee Retirement Income Security 
Act of 1974 does not require full-scope audits of pension 
funds, meaning fund managers can instruct outside CPAs to 
exclude from the scope of their audits assets held by govern­
ment-regulated entities, such as banks or insurance 
companies. AICPA members are urged to ask their senators 
to cosponsor S.269.
For more information on the bill, call Tom Higginbotham, 
vice-president—legislation, or Brian Cooney, director, gov­
ernment relations, in the AICPA’s Washington office, 
202/737-6600.
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Joint Trial Board Suspends One Member, Admonishes Two Others
Member Suspended—At a meeting of a hearing panel 
of the Joint Trial Board in Philadelphia on Oct. 29 , 1990, 
Barry M. Mirsky of Wayne, N. J., was found guilty of violating 
the AICPA Code of Professional Conduct by failing to exer­
cise due professional care and by failing to follow standards 
and procedures required in governmental audits, of violating 
AICPA and New Jersey Society of CPAs compliance 
rules by failing to comply with generally accepted auditing 
standards in the performance of a governmental audit 
engagement, and of violating the society’s Acts Discreditable 
Rule in connection with a governmental audit for the period 
ended Nov. 15, 1984. The panel voted to suspend Mirsky’s 
AICPA and New Jersey Society memberships for two years, 
and required him to complete 53 hours of specified continu­
ing professional education courses in the first year and 50 
hours in the second year. Also, he was told to submit a list of 
audit, review, and compilation engagements within 30 days 
of completion of each year of suspension. A sample work 
product will be selected from the list for review by the Insti­
tute’s Professional Ethics Division. Present with counsel at
the hearing, Mirsky did not request a review of the decision, 
which, therefore, became effective on Nov. 28 , 1990.
Two Members Admonished—At separate hearings on the 
same day, Warren C. Nachmann of Cheltenham, Pa., and 
Herman Z. Sander of Southampton, Pa., were found guilty 
of violating the AICPA bylaws and the Rules of Professional 
Conduct of the Pennsylvania Institute of CPAs by failing to 
respond to inquiries of the Pennsylvania Institute’s Commit­
tee on Professional Ethics regarding their alleged failure to 
return client records. Present at the hearings, Nachmann and 
Sander were admonished and told to respond to the Pennsyl­
vania Institute’s committee within 30 days of the panel’s 
decisions. If they did not, their memberships in the AICPA 
and the Pennsylvania Institute would be terminated without 
further proceedings. Since Nachmann and Sander did not 
request a review, the decisions became effective on Nov. 28,
1990. They both responded in writing to the Pennsylvania 
Institute’s committee within the required time, and their 
automatic expulsions did not take effect.
Auditing Standards Board, Two Committees Issue Public Meeting Notices
The Auditing Standards Board tentatively will do the 
following when it meets on April 9-11, starting at 9 a.m. 
each day, at the AICPA in New York:
■ Discuss the proposed Statement on Standards for Attesta­
tion Engagements, Reporting on Management’s Report on 
the Effectiveness of an Entity’s Internal Control Structure 
over Financial Reporting;
■ Discuss the proposed Statement on Auditing Standards 
(SAS), Communication of Matters About Interim Financial 
Information Filed or to Be Filed with Specified Regulatory 
Agencies;
Institute Members in 
Switzerland Form “CPA Forum”
Twenty-seven AICPA members in Switzerland 
recently formed an organization to represent their 
interests. Known as the “CPA Forum,” the group will 
provide a communication link with the Institute, a 
professional and social network, and continuing 
professional education. An informal and voluntary 
association, the group has chapters in Geneva and 
Zurich. For information, write to Marc Gardiner, CPA, 
Experaudit, S.A., P.O. Box 224, 1211 Geneva 3, or call 
him at (022) 202 944.
Members in other countries may obtain informa­
tion about forming such associations by writing to 
Jay Rothberg, vice-president-State Society Relations, 
AICPA, 1211 Avenue of the Americas, New York,
N.Y. 10036-8775, or calling him at 212/575-6583.
■ Discuss proposed revisions to AU Section 411, The 
Meaning of “Present Fairly in Conformity with Generally 
Accepted Accounting Principles” in the Independent 
Auditor’s Report; and
■ Discuss the proposed SAS that would supersede SAS 
No. 36, Review of Interim Financial Information.
The Accounting and Review Services Committee tenta­
tively will discuss the following when it meets on April 22 at 
9 a.m. at the AICPA in New York:
■ A proposed Statement on Standards for Accounting and 
Review Services (SSARS) that would provide an exemption 
from SSARS 1 for unaudited financial statements included in 
written consulting engagement presentations;
■ The Management Advisory Services Executive Commit­
tee’s proposed Statement on Standards for Consulting 
Services;
■ The effect of the revision of Statement on Auditing Stand­
ards No. 36, Review of Interim Financial Information, on
a review engagement under SSARS;
■ Compiling specified elements, accounts or items of a 
financial statement.
The Personal Financial Planning Executive Committee
tentatively will do the following when it meets on May 2 
from 9 a.m. to noon at the AICPA in New York:
■ Consider for exposure two proposed Statements on 
Responsibility in PFP Practice. One concerns having a basis 
for a recommendation, and the other concerns implementa­
tion of recommendations and decisions.
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Industry Committee Seeks Comments on Draft Accountancy Act
The Industry Committee is requesting comments from 
members in industry on the recently released exposure 
draft of the Proposed Uniform Accountancy Act (The 
CPA Letter, January). The draft is an update of the 1984 
AICPA/NASBA Model Public Accountancy Bill and seeks 
to eliminate the differing requirements in 54 jurisdictions 
governing CPA certification, reciprocity, and other aspects 
of state accountancy legislation that constitute artificial 
barriers to the interstate practice and mobility of CPAs.
Among the issues that the Industry Committee has 
considered is that of reciprocity for CPAs who don’t hold a 
permit to practice. Some states have a two-tiered system in 
which a CPA holding a certificate but not maintaining an 
active permit to practice public accounting must register with 
the state licensing body. The committee had sought 
provisions, which have now been included in the draft, that 
allow for reciprocity for certificate holders as well as permit 
holders. This provision means that if the applicant has passed 
the Uniform CPA Examination required for the certificate in
the original state with grades equal to the new state’s passing 
grades, and if the applicant meets all other requirements of 
the new state, then a certificate in that state should be issued.
Another issue of concern is that the draft does not 
specify when a CPA not in public practice may use the 
designation “CPA.” The requirements and interpretations 
on this subject are inconsistent among states, and many 
CPAs are unaware of the rules in their own states.
The proposed accountancy act says that CPAs not in 
public practice must complete 90 hours of continuing pro­
fessional education every three years, including a minimum 
of 15 hours each year, to maintain their certificates. (This 
CPE requirement calls for the same minimum number of 
CPE hours that will be required, beginning in 1993, of 
AICPA members not in public practice.)
For a copy of the draft, write to the AICPA Order 
Department, P.O. Box 1003, New York, N.Y. 10108-1003. 
Ask for product number G00402. The first five copies are 
free. The comment deadline is June 30.
State Societies Introduce Several New Programs for Members in Industry
Many state CPA societies have started new programs and 
publications to serve members in industry. The programs 
range from informal meetings of members discussing 
common concerns to a conference that included an address 
by gubernatorial candidates. The publications include a 
brochure for employers of industry members and a catalog 
of courses for members in industry.
The new programs and publications will be among 
those discussed later this month at an Institute conference 
for chairmen and staff of state committees for CPAs in 
industry. The conference is held annually for state society 
representatives to share ideas on industry-member pro­
grams. The following is a partial list of some of the new 
programs.
■ California has two new programs. One is called the 
Regional Forum Project, and the other is the Catalog of 
Courses for Business and Industry in California.
The Regional Forum Project is designed to establish 
regional groups of members from various chapters who 
meet to exchange ideas, discuss common problems and 
professional issues, earn CPE credit, and initiate programs 
for industry members. For information, call Marie Bader, 
director of state committees, California Society of CPAs, 
818/246-6000.
The Catalog of Courses for Business and Industry 
in California contains information on all the current CPE 
courses and programs specifically for members in industry 
or otherwise of interest to them. For information, call 
Felipe Barraza, director, business/industry education, 
California Society of CPAs, 415/594-2417.
■ In Oklahoma, the Members in Industry Committee held 
its first conference for CPAs in industry, and the conference
included a debate between gubernatorial candidates. 
Formed in 1989, the committee is conducting a survey of 
members in industry on their attitudes regarding changes 
proposed in the state’s accountancy law and is producing 
an educational brochure about the CPA designation for 
employers of industry members to encourage support for 
employees who participate in state society activities. For 
information, call Lisa Clarice, communications director, 
Oklahoma Society of CPAs, 405/478-4484.
■ In Illinois, the Industry & Business Division of the 
Illinois CPA Society has expanded the society’s member- 
to-member inquiry service to include all specialized 
categories for industry and business management. The 
service is for members seeking a peer to confer with on 
various accounting, auditing, tax, or operational issues. 
The list of all members available for questions will be 
available in a written format called “The Network” in the 
next edition of the society’s Member Resource Guide. For 
more information, call Sue Loiben, manager, Industry & 
Business Division, 312/993-0407, extension 224.
Report Addresses Ethics Issues
A task force appointed by the Professional Ethics 
Executive Committee, which included two members 
from industry, recently reported its findings of a six- 
month study of the responsibilities and obligations of 
members not in public practice under the AICPA’s 
Code of Professional Conduct. The Industry Commit­
tee is reviewing the findings and will work with the 
Professional Ethics Executive Committee to provide 
guidance for members in industry.
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National Industry Conference Expanded to Offer 21 Sessions Over 2½ Days
The National Industry Conference has been expanded from
2 to 2½ days this year and will include 21 sessions on taxes, 
accounting, finance, hiring, and managing. Participants 
will be able to earn as many as 20 continuing professional 
education credits, enough to satisfy the AICPA’s minimum 
annual CPE requirement for members not in public practice.
One of the most popular topics from last year’s confer­
ence—negotiating—will be revisited this year. In a session 
titled “Negotiating Without Manipulation,” Somers White, 
president of his own management and financial consulting 
firm, will teach participants to avoid making unnecessary 
concessions. He will describe four keys to negotiating more 
effectively and confidently and help participants evaluate 
their own negotiating skills.
In a session titled “Activity-Based Costing—What’s 
New and How It Can Work for You,” Robin Cooper, an 
associate professor at the Harvard Business School, will 
discuss recent cases illustrating activity-based cost (ABC) 
accounting theory. A consultant to companies implement­
ing ABC accounting systems, Cooper will outline some of
the barriers to implementing an ABC system and how 
companies overcome them.
Other sessions include:
■ “Bank Relationships and Compensation”;
■ “Alternative Financing Opportunities”;
■ “Accounting Standards Update—Dealing with 
Complexity”;
■ “How to Prevent a Firing From Backfiring”;
■ “Opportunities in Eastern Europe”; and
■ “Health Care Cost Containment Strategies”.
The conference will be held April 25-27 at The 
Pointe at South Mountain, Phoenix. Registration: $475.
For more information, write to the AICPA Meetings & 
Travel Division, 1211 Avenue of the Americas, New York, 
N.Y. 10036-8775, or call 212/575-6451. Walk-in registra­
tion will be available on the first day of the conference.
For information on any of the sessions, call 
Tom Lemmon, technical manager, Industry & Practice 
Management Division, 212/575-6439.
The AICPA Is Seeking a Few Good Companies
The AICPA is seeking companies interested in hiring 
accounting educators to work as interns on definable pro­
jects in accounting, tax, and financial analysis. The interns 
will participate in a new program in which the educators 
work with accountants in business and industry.
Called “The Educators Practicum,” the program bene­
fits the participating company by providing a CPA for 
specific tasks or projects. It benefits educators by giving 
them a first-hand view of business problems and an 
increased understanding of the skills CPAs in industry need.
The program was developed and administered by the 
AICPA’s Relations with Educators Division, which will 
provide the companies with the names of interested and 
qualified CPAs. The assignments may last between a few 
weeks and several months. Logistical matters and compen­
sation are to be determined by the company and the educator.
For more information, write to Stephen J. Anspacher, 
manager, Relations with Educators Division, AICPA, 1211 
Avenue of the Americas, New York, N.Y. 10036, or call 
him at 212/575-8910.
Here Are Six Ways to Cut the Costs of Retirees’ Health Benefits
Issuance of Statement No. 106, Employers Accounting for 
Postretirement Benefits Other Than Pensions, by the Finan­
cial Accounting Standards Board has focused attention on 
health care costs for retirees. The statement requires accrual 
of the expected cost of postretirement benefits over the 
years necessary for employees to earn the benefit. For most 
companies, the statement is effective for calendar year 1993.
Here are six ways to cut your company’s costs and the 
corresponding savings that may be expected.
1. Consider reducing your company’s subsidy of benefit 
costs. For example, if your company pays 100% of all 
health care costs for retirees regardless of age or length of 
service, you can reduce the percentage and still maintain a 
flat benefit structure. Savings range: as much as 100%.
2. Institute a service-related benefit. For example, set a 
maximum employer subsidy for 30 years of service and a 
prorated reduction for service between 10 and 29 years. 
Savings range: 15% to 25%.
3. Incorporate an early retirement reduction. Reduce your 
share of costs actuarially for each year of retirement before
age 65. Savings range: 25% to 35%.
4. Reduce your company’s subsidy for spouses. Savings 
range: as much as 50%.
5. Revise the provisions of your plan. Doing so may include 
offering a choice of deductibles, out-of-pocket limits, and 
limits on some services, such as psychiatric care and pre­
scription drugs. Savings range: as much as 25%.
6. Coordinate with Medicare. Savings may range from 10% 
to 50% depending on how your company’s payments are 
coordinated with payments from Medicare.
These six methods were prepared by Peter Riemer, 
an actuary with the Wyatt Co., a benefits and actuarial con­
sulting firm in Wellesley Hills, Mass., for an article that 
originally appeared in The Financial Manager, March/ 
April 1990, published by Warren, Gorham & Lamont Inc., 
New York.
For a copy of FASB’s statement, send $7 to: FASB 
Order Department, 401 Merritt 7, P.O. Box 5116, Norwalk, 
Conn. 06856-5116. Add 8% sales tax if ordering from 
Connecticut.
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Nominations Committee Issues Report
To: Members of the American Institute of Certified Public Accountants
Pursuant to Article VI, Sections 6.1.6 and 3.3 of the bylaws, the following report of the 
Nominations Committee is submitted.
Donald J. Schneeman, secretary 
March 8 , 1991
The Nominations Committee hereby proposes the following nominees:
■ Chairman and Vice-Chairman of the Board of Directors: The committee affirmed the nomination of Gerald A. 
Polansky, District of Columbia, as chairman of the board of the Institute for 1991-92, and nominated Jake L. 
Netterville, Louisiana, as vice-chairman of the board.
■ Vice-Presidents: The committee nominated the following vice-presidents:
Kenneth J. Hull, Illinois J. Curt Mingle, Illinois A. Tom Nelson, Utah
■ Treasurer: The committee nominated Richard E. Piluso, New York, as treasurer.
Upon election, the candidates will serve in the positions indicated from the Annual Meeting in 1991 until the Annual 
Meeting in 1992 or until their successors shall be elected.
■ Board of Directors: The committee nominated the following for election as members of the Board of Directors 
for three-year terms:
Ronald S. Cohen, Indiana Stuart Kessler, New York
Thomas M. Feeley, Massachusetts Aulana L. Peters, California (public member)
■ Council Members-at-Large: The committee nominated the following for Council members-at-large for 
three-year terms:
Kathy G. Eddy, West Virginia Donald L. Neebes, Ohio
Richard A. Eisner, New York William G. Shenkir, Virginia
Lawrence D. Handler, Connecticut Robert F. Warwick, North Carolina
Rudolph L. Hertlein, New York
■ Elected Members of Council: After consideration of the recommendations submitted by the state societies of
CPAs, in accordance with the provisions of Article VI, Section 6.1.5 of the bylaws, the committee nominated the 
following 57 members from 40 jurisdictions as directly elected members of Council. Unless otherwise noted, 
upon election, nominees will serve a three-year term commencing in the fall of 1991.
Alaska — Cynthia A. Coulter New Jersey — James P. Hannon
Arkansas — Richard S. Mann Joel J. Rogoff
California — Russell J. Beirich New Mexico — Charles W. Phillippi
Thomas Iino New York— Arthur I. Gordon
Peter Meeks Norman W. Lipshie
Diana P. Sanderson Marilyn A. Pendergast
Colorado — David M. Dirks Charles J. Schoff
Connecticut— Joseph A. Puleo North Carolina — Barton W. Baldwin
Florida — Robert J. Batson North Dakota — Michael J. Bullinger
Scott T. Rhine Ohio — James T. Martin
Arthur J. Stites Edward M. Rose
Georgia — Julian I. Deal Oklahoma — James C. Wright
Guam — Daniel S. Fitzgerald Pennsylvania — Edward J. O’Grady
Hawaii — Joseph L. Wikoff James C. Stalder
Illinois — Arthur I. Farber South Carolina — Zeno H. Montgomery
Ronald S. Katch South Dakota — Name to come
Edward J. Taylor Tennessee — Maxie O. Patton
Indiana — Dale L. Gettelfinger Texas — Robert F Anderson, II
Maine — Richard P. Dana Walter T. Coppinger
Maryland— Aloysius M. Mlot Ronnie Rudd
Massachusetts — Neal J. Harte Pat L. Wilson
Michigan — Patrick G. McKeever Vermont— John J. Weixel, III
Leslie J. Patterson Virgin Islands — Name to come
Minnesota— Joseph D. Kenyon Virginia — James K. Hall
Missouri — David Binford Washington — Gregg D. Jordshaugen
Montana — Ronald A. Taylor West Virginia — Floyd E. Harlow, Jr.
Nebraska — William V. Strain Wisconsin— John M. Hicks
Nevada — Leland D. Pace Wyoming — Roger A. Schreiner
New Hampshire — Gerald G. DuPont
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Joint Trial Board: The committee proposed the following members for service on the Joint Trial Board:
FOR THREE YEARS:
Patricia B. Bissell, Maryland 
Phillip W. Crawford, Maine 
Robert Ford, California 
Vincent A. Gervais, Washington 
Gerald W. Hepp, Michigan 
J. Curtis Hyers, Florida
FOR TWO YEARS:
Bernard Barnett, New York, chairman 
Gerald D. Cornia, Wyoming 
Arthur I. Farber, Illinois 
J. Ike Guest, Texas 
Donald W. Kregel, Michigan 
Do n  A. Nelson, California
FOR ONE YEAR:
Russell S. Bogue, Jr., Florida 
Charles Chazen, California 
George V. Curchin, New Jersey 
Ralph D. Dickson, Ohio 
Harry F. Dodge, Arkansas 
William J. Fisk, Vermont
James P. Luton, Jr., Oklahoma 
Alvin M. Marcus, Kansas 
Rowland D. Pattillo, Texas 
Anthony E. Rapp, New York 
David H. Veatch, Illinois 
Stephen M. Walker, New Mexico
Melvin T. Nygaard, Oregon 
Philip L. Pitsch, Minnesota 
Robert J. Pue, Connecticut 
William E. Self, North Carolina 
Charles E. Van Middlesworth, Florida 
James H. Wolfe, Pennsylvania
Curtis L. Frazier, Texas 
Clair J. Galloway, Iowa 
Earl A. Jensen, Colorado 
Rex S. Leforgee, Idaho 
Bernard Mintz, New York 
Arthur H. Morrison, Illinois
Quality Review Executive Committee: The committee proposed the following members for service on the Quality 
Review Executive Committee:
Diane S. Conant, Nevada, chairman 
John R. Burzenski, Connecticut 
Dennis G. Carey, New Hampshire 
Michael A. Crawford, Oklahoma 
Mary Kline Cueter, Michigan 
Michael T. Daggett, Arizona 
John T. Fisher, Washington 
James W. Goad, Arkansas 
Robert R. Harris, Florida
Allen G. Katz, Massachusetts 
Robert M. McAdams, Texas 
Barry C. Melancon, Louisiana 
David E. Peeler, California 
William J. Prue, New York 
Gary W. Reynolds, Oregon 
Dan L. Weaver, Missouri 
Mark B. West, Kansas
The committee will nominate the officers, directors, Council members-at-large, and elected members of Council, 
Joint Trial Board and Quality Review Executive Committee members at the Council meeting on Saturday, Oct. 26,
1991, in San Francisco, Calif. No nominations from the floor will be recognized. However, independent nominations 
may be made by any 20 members of Council if filed with the Secretary by June 26 , 1991, which is four months prior 
to the Annual Meeting of the Institute to be held in San Francisco, beginning Oct. 27 , 1991.
Pursuant to the bylaws, balloting for directly elected Council members in any state where vacancies shall arise 
will occur only if a contest for one or more seats develops as a result of submission of independent nominations to the 
Secretary by any 20 Institute members in the state at least four months prior to Oct. 26 , 1991. In the absence of any 
contest, all Council nominations will be declared elected by the Secretary and they will assume office at the Council 
meeting on Oct. 26 , 1991.
Respectfully submitted,
Nominations Robert L. May, New Jersey, chairman 
Committee Louis J. Barbich, California
Lawrence C. Best, Massachusetts 
Ellen J. Feaver, Montana 
Kathryn A. Forbes, Arizona 
Anthony F. Lang, Ohio
Harold Q. Langenderfer, North Carolina
Jimmie Lee Mason, Texas
Martin V. Quinn, Oregon
Mahlon Rubin, Missouri
James D. Winemiller, Indiana
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AICPA SUBSCRIPTION SERVICES
AICPA Subscription Services keep you up-to-date on the latest developments and changes in the accounting 
profession. Through regular updates subscribers are kept current on professional pronouncements and 
practice aids. And now AICPA Subscription Services are available in both loose-leaf print and electronic 
formats.
Loose-leaf subscriptions feature fully indexed manuals you can keep updated through periodic AICPA 
releases that easily insert into your manual. Subscriptions are available on a variety of accounting subjects.
For an alternative to loose-leaf services, turn to Electronic Body of Knowledge Subscriptions (EBOKS). 
EBOKS offers you the same current information, but all on disks you’ll receive periodically that require 
loading only once into your IBM-compatible computer’s permanent memory.
AICPA Professional Standards 
(Loose-leaf)
Organized by subject and fully indexed, this service 
provides current professional standards, guidelines and 
interpretations in: ♦ Auditing ♦ Accounting and 
Review Services ♦ Prospective Financial Information
♦ Attestation Engagements ♦ Management Advisory 
Services ♦ Tax Practice ♦ Professional Conduct
♦ Quality Control ♦ International Standards and 
Guidelines in Accounting and Auditing.
No. G01012 New subscriptions through May 3 1 , 1992. 
Includes two complete loose-leaf volumes plus 
updating service.
AICPA members $130.00
Professional Standards, Volume 1 
(EBOKS Electronic Version)
Codifications of Statements on Auditing Standards and 
Standards for Attestation Engagements are featured in this 
volume.
No. G01002 New subscriptions through May 3 1 , 1992. 
Includes four 5¼ " and two 3½ " diskettes plus 
updating service.
AICPA members $96.00*
Professional Standards, Volume 2 
(EBOKS Electronic Version)
This volume includes all contents listed under the 
AICPA Professional Standards above.
No. G01003 New subscriptions through May 3 1 , 1992. 
Includes three 5¼ " and two 3½ " diskettes plus 
updating service.
AICPA members $96.00*
Technical Practice Aids 
(Loose-leaf)
Volume 1. Organized by subject and fully indexed, this 
reference features hundreds of selected inquiries handled 
by the AICPA Technical Information Service. Each entry 
includes problems encountered in practice, recommended 
solutions, and references to authoritative sources. 
Volume 2. This volume includes Statements of Position 
issued by the AICPA Accounting Standards Division 
and Auditing Standards Division, and contains AICPA 
Practice Bulletins and a list of outstanding AICPA 
Issues Papers.
No. G01013 New subscriptions through May 31, 1992. 
Includes two complete loose-leaf manuals plus 
updating service.
AICPA members $105.00
Statements of Position—SOPs 
(EBOKS Electronic Version)
This service covers a wide range of accounting and 
auditing issues and includes the complete texts of SOPs 
listed by the AICPA Accounting Standards Division 
and Auditing Standards Division, plus AICPA Issues 
Papers and AICPA Practice Bulletins.
No. G01018 New subscriptions through May 31, 1992. 
Includes three 5¼ " and two 3½ " diskettes plus 
updating service.
AICPA members $96.00
SPECIAL OFFER: Subscribe to AICPA Techni­
cal Practice A ids and receive Statem ents of 
Position  for only $48.00. No. G01024
* SPECIAL OFFER: Subscribe to AICPA Profes­
sional Standards loose-leaf edition and receive 
Professional Standards, Volume 1 (No. G01022) 
or Volume 2 (No. G01023), for only $48.00 each. 
Order both volumes (No. G01029) for only $96.00.
* Ordering Information on Reverse Side
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ADDITIONAL AICPA LOOSE-LEAF 
SUBSCRIPTION SERVICES
AICPA Audit and Accounting Manual
This Manual provides the practitioner with compre­
hensive, practical aids and reference materials on 
accounting and auditing. Included are sample audit 
programs, working papers, letters, forms and reports.
No. G01014
New subscriptions through May 31, 1992.
Includes one complete loose-leaf manual plus 
updating service.
AICPA members $105.00
FASB Accounting Standards— 
Current Text
The standards are organized according to General 
Standards and Industry Standards, and include a topic 
index to materials in the Original Pronouncements and 
Current Text volumes, issues discussed by the Emerging 
Issues Task Force (EITF), and the FASB’s Question-and- 
Answer Special Reports.
No. G01011
New subscriptions through May 31, 1992.
Includes two complete loose-leaf volumes plus 
updating service.
AICPA members $200.00
Additional Savings When You Subscribe to 
More Than One Loose-leaf Service
♦ AICPA Professional Standards and FASB Accounting 
Standards—Current Text
No. G01015 Special combination price to AICPA 
members $280.00. Save $50.00.
♦ AICPA Professional Standards, FASB Accounting 
Standards—Current Text and Technical Practice Aids 
No. G01019 Special combination price to AICPA 
members $352.00. Save $83.00.
♦ AICPA Professional Standards, FASB Accounting 
Standards—Current Text, Technical Practice Aids and 
Audit and Accounting Manual
No. G01016 Special combination price to AICPA 
members $424.00. Save $116.00.
Quality Review Program Manual 
Subscription Service
Developed by the AICPA Quality Review Executive 
Committee, the Manual provides up-to-date standards, 
policies, procedures, checklists, and programs for use 
when arranging, administering and carrying out a qual­
ity review.
No. G01017
New subscriptions through May 31, 1992.
Includes complete loose-leaf service plus 
updating service.
AICPA members $128.00
ORDER FORM FOR AICPA MEMBERS ONLY
How To Order
Call Toll Free: 1 -800-334-6961  and ask for Operator CPA 
491. In  New York State call: 1-800—248-0445.
When ordering by phone, be prepared to give operator title, 
product number and your AICPA membership number
Or complete the order form and return to AICPA Order 
Dept., P.O. Box 1002, New York, NY 10108-1002.
CPA491
Name Member Number
Firm
Address
City
PAYMENT METHOD
□  Payment enclosed
□  Bill directly
State ZIP
QTY TITLE PRODUCTNUMBER PRICE
Please use separate page for additional titles. Subtotal
Sales Tax 
Net Total
Add 8¼% sales tax in New York City. Elsewhere in New York State 
add 4% tax plus local tax if applicable. In Washington, DC, add 6% 
tax, and in Vermont add 4% state tax.
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M E E T I N G S  A N D  C O N F E R E N C E S
San Francisco is preparing a warm reception for the AICPA, 
which will hold its 104th Annual Members Meeting there 
from Sunday Oct. 27 to Wednesday Oct. 30. In addition, the 
fall meeting of the AICPA governing Council will be held on 
Saturday Oct. 26 in conjunction with the annual meeting.
The meeting headquarters will be in the Fairmont Hotel, and 
additional accommodations will be available in the nearby 
Mark Hopkins and Stanford Court hotels. Tours are planned 
for Alcatraz, the back streets of Chinatown (including a visit 
to a fortune cookie factory), the Napa Valley, and Sausalito. 
For more information, call the AICPA Meetings & Travel 
Division, 212/575-6451.
The 1991 National Banking School is for CPAs, executives, 
and internal auditors seeking an overview of and the latest 
information on the financial services industry. Intermediate 
and advanced units will be offered. Topics in Unit I (interme­
diate) will include liquidity, and loan portfolio and credit 
policy concerns. Topics in Unit II (advanced) will include 
valuation, and loan and investment strategy. Dates and location: 
Unit I, May 12-17; Unit II, June 9-14, both at the University 
of Virginia in Charlottesville. Registration: $1,295 per unit. 
Recommended CPE credit: 40 hours per unit. For a brochure, 
call 800/242-7269 or 212/575-5696 in New York State.
The National Conference on Divorce is for CPAs and 
attorneys seeking to expand their roles in divorce proceedings. 
Topics will include forensic accounting, financial planning 
for divorce, and tax issues. Dates and location: June 6-7,
1991, Caesars Palace Hotel, Las Vegas. Registration: $495. 
Recommended CPE credit: 16 hours. For more information, 
write to the AICPA Meetings & Travel Division, 1211 
Avenue of the Americas, New York, N.Y. 10036-8775, or 
call 800/242-7269 or 212/575-5696 in New York State.
The OMB Circular A-133 Conference is for public accoun­
tants who are auditing or planning to audit nonprofit entities 
and for officials involved in audits of nonprofits. The confer­
ence will focus on the audit and administrative requirements 
of Circular A-133 from the federal Office of Management 
and Budget, why it was issued, and how to follow it. Date 
and location: June 7, Hotel Nikko, Chicago. Registration: $255.
N E W  P U B L I C A T I O N S
The National Directory of Volunteer Accounting 
Programs, second edition, lists more than 260 such programs 
across the country. Published by Accountants for the Public 
Interest (API) with a grant from the AICPA, the publication is 
designed to help nonprofits, small businesses, and individuals 
find volunteer accounting assistance and to help accountants 
locate programs needing volunteers. For a copy, write to API, 
1012 14th Street, NW, Suite 906, Washington, D.C. 20005. 
Send $6 for postage and handling.
The International Federation of Accountants (IFAC) has 
issued Additional Guidance on—Observation of Inven­
tory, Confirmation of Accounts Receivable and Inquiry 
Regarding Litigation and Claims (019084). The publication
Recommended CPE credit: 8 hours. For more information, 
write to the AICPA Meetings & Travel Division, 1211 
Avenue of the Americas, New York, N.Y. 10036-8775, 
800/242-7269 or 212/575-5696 in New York State.
The National MAS Training Programs are for accounting 
firm partners and professional staff members seeking to 
improve their management advisory skills. Two programs 
will be offered. Development of MAS Skills is designed 
to enable participants to start or build an MAS practice. 
Advanced MAS Skills covers strategic business planning, 
financial planning consulting, litigation services, MAS prac­
tice development, marketing, and communication. Dates and 
location: Development, June 17-21; Advanced, June 24-28, 
both at Ohio State University, Columbus. For information, 
write to Ohio State University, Continuing Education, MAS 
Training Programs, P.O. Box 21878, Columbus, Ohio 
43221-0878, or call 614/292-2328.
Federal Department of Education 
Offers Free Training Seminars
The federal Department of Education is offering free 
training seminars to independent public accountants who 
use its revised audit guide, Audits of Student Financial 
Assistance Programs. The guide will be used only for 
student financial assistance programs and is not used 
when performing single audits under Circular A-128, 
Audits of State and Local Governments, from the federal 
Office of Management and Budget (OMB) or organiza­
tion-wide audits under OMB Circular A-133, Audits of 
Institutions of Higher Education and Other Nonprofit 
Organizations. Full-day or half-day seminars will be held 
in cities throughout the country in May and June. Topics 
will include audit approach options, planning, compli­
ance, financial statements, and reporting requirements. 
Recommended CPE credits: 7 for the full-day session; 4 
for the half-day session. For more information, call the 
Department of Education’s Regional Inspector General 
for Audit in your region as soon as possible.
is Addendum 1 to International Auditing Guideline 8, Audit 
Evidence, issued by IFAC’s International Auditing Practices 
Committee. IFAC publications offer guidance to professional 
accounting bodies in countries around the world.
For interested persons, IFAC publications are available from 
the AICPA Order Department. For a copy, write to the AICPA 
Order Department, CPA 491, P.O. Box 1003, New York, N.Y. 
10108-1003; send your order via fax, 212/575-6841; or 
call 800/334-6961, or 800/248-0445 in New York State.
Ask for Operator CPA 491. The best times to call are 8:30 to 
11:30 a.m. and 2:00 to 5:30 p.m., eastern standard time. The 
price of $5 ($4 for AICPA members) does not include ship­
ping and handling.
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W A S H I N G T O N  A T  A G L A N C E
Four federal bank and thrift 
regulatory agencies have 
issued joint statements and 
guidelines clarifying certain 
regulatory and accounting policies. The material provides 
guidance on cash-basis income recognition on nonaccrual 
loans, treatment of multiple loans to one borrower, acquiring 
nonaccrual assets, treatment of formally restructured debt, 
and approaches to estimating the allowance for loan and 
lease losses. In addition, the material says that the supervi­
sory evaluation of real estate loans is based on the ability 
of the collateral to generate cash flow over time, not on its 
liquidation value.
The four agencies are the Office of the Comptroller 
of the Currency, the Federal Deposit Insurance Corp., the 
Federal Reserve Board, and the Office of Thrift Supervision. 
For a copy of the material, call the FDIC, 202/898-6993, 
and ask for product number PR-30-91.
Two Agencies 
Issue Proposals 
on Loan Splitting
The Securities and Exchange 
Commission and the Federal 
Financial Institutions Exami­
nation Council (FFIEC) have 
proposed accounting methods that would permit depository 
institutions to return a nonaccrual loan to accrual status after 
a partial charge-off.
The FFIEC proposal requests comment on, among other 
things, whether it is consistent with GAAP and whether its 
application should be limited to certain loans.
The SEC is considering whether financial statements of 
depository institutions applying the FFIEC method would be 
acceptable in SEC filings. The SEC proposal would require a 
preferability letter from the depository institution’s indepen­
dent accountant if a registrant changes its accounting policy 
for loan-accrual status.
The AICPA will comment on the proposals. Comments 
are due by May 2. For more information, see the Federal 
Register, March 16.
IRS Proposes 
Accuracy-Related and 
Preparer-Penalty Rules
The IRS has proposed 
regulations regarding the 
accuracy-related penalty and 
preparer penalties on those 
who understate a taxpayer’s liability in an income tax return 
without a realistic possibility of the position being sustained on 
its merits. The regulations relate to Internal Revenue Code
sections 6662,6664, and 6694. The regulations proposed 
under section 6694 retain the definition of the realistic possi­
bility standard set forth in Notice 90-20, 1990-1 C.B. 328, 
but differ in some ways from the AICPA’s interpretation of 
the realistic possibility standard. For more information, see 
the Federal Register, March 4.
In preparing testimony on the proposed regulations, the 
AICPA is asking members to submit typewritten comments 
by April 24 with specific regulation citations to Joseph W. 
Schneid, technical manager, AICPA, 1455 Pennsylvania 
Ave., NW, Washington, D.C. 20004-1007.
Penalty Rules Announced 
for Delinquent or 
Incorrect Information 
Returns
The IRS has issued tempo­
rary and proposed regulations 
relating to penalties for failure 
to comply with information- 
reporting requirements and 
the waiver of these penalties due to reasonable cause under 
Internal Revenue Code sections 6721 through 6724. The new 
rules provide a $50 penalty for each failure to file a correct 
document, but reduced penalties are allowed if a correction is 
made within specified times. Comments are due by April 22. 
For more information, see the Federal Register, Feb. 21.
The Department of Justice 
has proposed a rule 
implementing Title III of the 
Americans with Disabilities 
Act. Title III prohibits discrimination on the basis of disabil­
ity in places of public accommodation and requires places 
of public accommodation and commercial facilities to be 
designed, constructed, and altered in compliance with the 
act. Title III also requires that examinations or courses 
related to licensing or certification be accessible to the dis­
abled. CPAs having offices in their homes and owning the 
buildings in which they practice would be affected. Comments 
are due by April 23. For more information, see the Federal 
Register, Feb. 22.
The Equal Employment Opportunity Commission has 
proposed a rule implementing Title I of the act, which pro­
hibits employment-practices discrimination against qualified 
individuals with disabilities. Title I will be effective on July 26, 
1992, for employers with more than 25 employees and on 
July 26 , 1994, for employers with more than 15 employees. 
Comments are due by April 29. For more information, see 
the Federal Register, Feb. 28.
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A News Report to Members
Board Will Name Committee to Study Financial Reporting
The Board of Direc­
tors has decided 
to appoint a Special 
Committee on 
Financial Reporting. 
The committee will determine the level of 
understanding among users of present financial 
information as well as the perception of assur­
ances provided by auditors. After evaluating the 
range of possible information and assurances, 
the committee will make recommendations on 
the nature and extent of information that should 
be made available by management and the extent 
to which auditors might report on the various 
elements of information.
In other actions during its meeting April 
18-19, the board:
■ Recommended that the AICPA governing 
Council authorize a mail ballot of members 
regarding two rules of the Code of Professional 
Conduct. One proposal involves modifying 
Rule 505, Form of Practice and Name, to allow 
members to practice public accounting in any 
form of organization permitted by state law or 
regulation. The Council is expected to require 
that all owners of corporations or associations 
be persons engaged in the practice of public 
accounting as defined in the code. The board 
recommended that the Council not require any 
insurance or capital requirements (The CPA Let­
ter, November). The other proposal involves 
clarifying the applicability of Rule 301, Con­
fidential Client Information. If adopted, the 
new rule would make clear that members may 
not voluntarily report offenses of their clients to 
regulatory agencies, such as the IRS.
■ Recommended that the Council revise the lan­
guage of Rule 302, Contingent Fees, to conform 
with the requirements specified in the agreement
with the Federal Trade Commission. In making 
the recommendation, the board endorsed 
interpretations of the rule developed by the Pro­
fessional Ethics and Federal Taxation executive 
committees.
■ Approved the Statement on Standards of 
Formal Continuing Professional Education 
Programs. The AICPA urges members to take 
programs developed and sponsored by organiza­
tions complying with the standards.
■ Approved the terms of the lease for space in 
the Harborside Financial Center in Jersey City, 
N.J., where the Institute plans to move a major­
ity of its operations beginning in July 1992.
The AICPA’s 20-year lease on its current offices 
in New York City is nearing expiration. The 
Harborside lease is expected to be signed within 
the next month.
■ Adopted a plan of action on recommendations 
of the Special Committee on Governance and 
Structure (see “Board Considers Governance 
and Structure Recommendations,” page 3).
■ Designated John E. Hunnicutt staff vice- 
president-federal affairs and Geoffrey L.
Pickard staff vice-president—communications. 
Hunnicutt will be the senior officer in the 
Institute’s Washington office when B.Z. Lee, 
deputy chairman-federal affairs, retires next year. 
Most recently, Hunnicutt was the principal 
responsible for federal government relations for 
KPMG Peat Marwick. He has served as chairman 
of the AICPA’s Federal Legislative Task 
Force. Pickard most recently served as vice- 
president—corporate communications for the 
Columbia Gas System, Wilmington, Del. He also 
has worked as vice-president in corporate public 
affairs for the GTE Corp., Stamford, Conn., and 
previously held communications positions with 
the General Electric Co.
AICPA
Will make recommenda­
tions on the nature 
and extent of informa­
tion to be provided 
by management
N E W S  B R I E F S
► AICPA Sponsors Tax Simplification Day
April 16 was designated Tax Simplification Day by the 
AICPA in an effort to draw public and congressional atten­
tion to the need to simplify tax laws. “If we expect to 
maintain our system of voluntary compliance, which has 
been the foundation of tax law since the very beginning, the 
laws have to become simpler,” said Robert M. Brown, chair­
man of the AICPA’s Tax Simplification Committee. “The 
danger is that as taxes become more complex, the ability 
to comply with the law will decline,” he said. Among those 
who attended was Michael J. Murphy, senior deputy 
commissioner for the IRS.
The Tax Simplification Committee is seeking examples 
from practitioners of how tax law complexity hurts the aver­
age taxpayer and plans to testify at congressional hearings on 
tax simplification this summer. Examples of the frustrations 
average taxpayers face because of tax law complexity should 
help focus congressional attention on the problem.
Send examples to: Tax Complexity Problems, AICPA Tax 
Division, 1455 Pennsylvania Ave., NW, Suite 400, Washing­
ton, D.C. 20004.
The AICPA has been working on a plan for tax sim­
plification that identifies the causes of complexity and 
approaches to the problem. In addition, a checklist is being 
developed that can be used to outline ways to evaluate the tax 
complexity of legislative proposals. Last year, the AICPA 
Tax Division sent specific recommendations to the House 
Ways and Means Committee that identified many areas of 
the tax law for simplification, including individual taxation, 
small businesses, employee benefits, estate and gift taxes, 
and international taxation.
► Rostenkowski to Address Tax Meeting
Rep. Dan Rostenkowski (D-Ill.), chairman of the House 
Ways and Means Committee, will address the plenary session 
of the AICPA’s Spring Tax Division meeting in Washington,
D.C., on May 16. IRS Chief Counsel Hap Shashy, and the 
new chief of staff of the Joint Committee on Taxation,
Hank Gutman, also will address the meeting at the Ramada 
Renaissance Techworld. Open to all Tax Division members, 
the meeting will be held May 15 to 17. Robert Reischauer, 
director of the Congressional Budget Office, will be the 
luncheon speaker on May 17.
As chairman of the committee responsible for writing 
tax legislation, Rostenkowski has worked closely with the 
Tax Division for tax simplification legislation and is currently 
reviewing a Tax Division proposal to reduce tax complexity. 
In addition, the committee staff is developing a tax-simplifi­
cation bill.
For more information, write to: Carlotta Stewart,
AICPA Tax Division, 1455 Pennsylvania Ave., NW, Wash­
ington, D.C. 20004-1007, or call 201/737-6600.
► IRS Issues Revenue Ruling on 
S Corporation Fringe Benefits
IRS Revenue Ruling 91-26 provides guidance regarding the 
tax treatment of accident and health insurance premiums 
paid by an S corporation for any shareholder who is an 
employee owning more than 2% of company stock. This 
guidance is in accordance with AICPA recommendations. 
The ruling provides that premiums be treated as guaranteed 
payments under Internal Revenue Code section 707(c). 
Therefore, the premiums are deductible by the corporation 
under section 162 and includable in the employee’s income 
under section 61. The S corporation must report the payments 
as income on the employee’s Form W-2. The premiums are 
not excludable by the recipient. However, the employee may 
claim the 25% deduction allowed under section 162(1). The 
ruling specifically states that the premiums are not considered 
distributions under the one-class-of-stock requirement of 
section 1361(b)(1)(D). For details, see Internal Revenue 
Bulletin 1990-15, April 15.
► AICPA, NASBA Issue Guidelines 
fo r Raising Education Requirement
The AICPA and the National Association of State Boards 
of Accountancy recently released guidelines to help states 
implement the 150-hour education requirement. Titled 
AICPA/NASBA Guide for the Implementation of the 
150-Hour Education Requirement, the publication encour­
ages state boards to adopt language allowing diversity in 
college and university accounting programs. By the year 
2000, new members of the AICPA must have a minimum of 
150 hours of college-level education, including at least a 
bachelor’s degree and a concentration in accounting.
To date, legislatures or boards of accountancy in 15 
states have voted to require 150 hours of education for CPA 
candidates. For a copy of the guidelines, write to: AICPA, 
Relations with Educators Division, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775.
► Life Insurance Deadline Is June 1
The next entrance date for eligible CPAs to begin or increase 
life insurance coverage for spouses is June 1. As much as 
$750,000 of term life insurance and an equal amount of 
accidental death or dismemberment coverage are available. 
Actual amounts depend on the spouse’s age and the partici­
pant’s level of coverage. Invitations and descriptive literature 
concerning the program were mailed recently. Any AICPA 
member who did not receive the brochures or who wants 
more information should write to: Rollins Burdick Hunter 
Co., 605 Third Ave., New York, N.Y. 10158, or call 
800/223-7473. In New York State, call collect, 212/973-6200, 
and ask for extension series 440.
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Board Considers Governance and Structure Recommendations
As part of its review of the proposals from the Special Com­
mittee on Governance and Structure, the Board of Directors 
has recommended that the governing Council approve a plan 
to create a Management Accounting Division. The new divi­
sion would evaluate management accounting concepts and 
practices and provide educational and guidance materials.
The board also will ask the Council to consider the fol­
lowing recommendations when the Council meets later this 
month:
■ Create a Members in Industry Executive Committee that 
would recommend how AICPA resources can be used more 
effectively to strengthen the skills of CPAs in industry. It 
would determine the future needs of CPAs in industry and 
develop data on professional issues from the industry mem­
ber’s point of view.
■ Expand the responsibilities of the Private Companies Prac­
tice Section Executive Committee to serve the needs of all 
AICPA members in small and medium-size firms. It would 
provide practice-management assistance through the Manage­
ment of an Accounting Practice Committee, be responsible for 
the PCPS peer review program, and provide technical advice
through the Technical Issues Committee.
■ Designate the SEC Practice Section Executive Committee 
a senior technical committee.
■ Change the structure of the Nominations Committee so 
that as many as five members of Council can serve on the 
committee (currently only three can serve) and so that indi­
viduals can serve more than once after a five-year hiatus.
■ Maintain the size of the Council as is.
■ Rename the Federal Taxation Division the “Tax Division. ”
The board also made the following recommendations, 
which, if approved by the Council, would require a vote of 
members:
■ Eliminate the elected treasurer position on the Board of 
Directors and give that title and responsibility to the chair­
man of the Finance Committee of the board; and
■ Provide that all volunteer board members serve three-year 
terms, rather than continue to have the elected vice-presidents 
with one-year terms, and increase the number of board 
members from 21 to 23.
Hughes Introduces Bill in House to Reform RICO Act
Rep. William J. Hughes (D-N.J.) has introduced a bill to amend 
the Racketeer Influenced and Corrupt Organizations Act 
(RICO). The bill, H.R. 1717, is essentially the same as the 
measure that was supported by the AICPA and approved by 
the House Judiciary Committee last year. The measure would 
preserve the use of civil RICO actions for those cases in which 
egregious criminal conduct exists, but remove the availability 
of civil RICO from ordinary commercial transactions. The 
bill also would apply only prospectively.
B.Z. Lee, AICPA deputy chairman-federal affairs, 
said AICPA members can assist Hughes by urging their 
representatives in the House to support and cosponsor
H.R. 1717.
Joining Hughes in cosponsoring the bill were 14 members 
of the House Judiciary Committee, including Rep. Rick 
Boucher (D-Va.), who has long supported civil RICO reform. 
The other cosponsors are Reps. Tom Campbell (R-Calif.), 
Edward Feighan (D-Ohio), Hamilton Fish (R-N.Y.), Barney 
Frank (D-Mass.), George Gekas (R-Pa.), Dan Glickman 
(D-Kan.), Peter Hoagland (D-Neb.), Henry Hyde (R-Ill.),
Bill McCollum (R-Fla.), Carlos Moorhead (R-Calif.),
George Sangmeister (D-Ill.), Jim Sensenbrenner (R-Wis.), 
and Mike Synar (D-Okla.).
At press time, the Subcommittee on Intellectual 
Property and Judicial Administration, which is chaired by 
Hughes, had scheduled a hearing on the bill for April 25.
Proposed Statement Would Set Standards for Consulting Services
The AICPA Management Advisory Services Executive 
Committee has released for comment a Proposed Statement 
on Standards for Consulting Services: Definitions and Stan­
dards. The exposure draft describes six categories of CPA 
consulting services, distinguishes them from attest services, 
reaffirms that Rule 201, General Standards, of the AICPA 
Code of Professional Conduct applies to such services, and 
establishes three general consulting services standards that 
are client oriented.
If it is issued as a final statement, it would supersede 
the three current statements on standards for management 
advisory services. The proposal affirms the requirement 
for independence when consulting services are performed 
for attest clients. It would apply to every member in public 
practice who provides any of the consulting services described 
in the proposal, including informal advice on business and 
management matters. In addition, the proposed statement
lists the categories of other CPA services it does not cover.
For a copy of the exposure draft, write to: AICPA Order 
Department, P.O. Box 1003, New York, N.Y 10108-1003; 
or call 800/334-6961, or 800/248-0445 in New York State. 
Ask for product number G00612. The first five copies are 
free, and each additional copy is 50 cents. The comment 
deadline is July 1.
SEC Names Accounting Fellows
The SEC’s Office of the Chief Accountant has named Jan R. 
Book and Michael D. Foley professional accounting fellows 
for two-year terms beginning in June. Book is a senior man­
ager with Price Waterhouse in New York, and Foley is a 
senior manager with KPMG Peat Marwick in New York. 
They will work with the chief accountant developing rule 
proposals under federal securities laws and meeting with 
standard-setting bodies.
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Exposure Draft Addresses 
Compliance Auditing
The Auditing Standards Board has issued an exposure draft 
of a proposed statement on auditing standards (SAS), 
Compliance Auditing Applicable to Governmental Entities 
and Other Recipients of Governmental Financial Assistance. 
The proposed statement would revise SAS No. 63 for certain 
recent developments in federal audit requirements. Those 
developments include Circular A-133, Audits of Institutions 
of Higher Education and Other Nonprofit Organizations, 
from the Office of Management and Budget (OMB) and revi­
sion of OMB’s Compliance Supplement for Single Audits of 
State and Local Governments.
For a copy of the exposure draft, write to: AICPA Order 
Department, P.O. Box 1003, New York, N.Y. 10108-1003. 
Ask for product number G00603. The first five copies are 
free, and each additional copy is 50 cents. The comment 
period ends July 1.
AcSEC Approves Draft 
on Audits o f Credit Unions
The Accounting Standards Executive Committee (AcSEC) 
has approved for exposure a draft audit and accounting 
guide, Audits of Credit Unions. The proposed statement was 
approved subject to AcSEC’s review of suggested changes, 
approval by the chairman of the Auditing Standards Board, 
and review by the Financial Accounting Standards Board. It 
will supersede the current audit and accounting guide for 
credit unions. An exposure draft should be available in about 
three months.
In other actions at its meeting March 20-22, AcSEC
■ Asked that revisions be made to the draft statement of 
position (SOP), Reporting by Employers o f ESOP Trans­
actions, so that AcSEC can consider a revised draft for 
exposure in June. The proposed SOP would significantly 
change how employers report transactions with leveraged 
ESOPs.
■ Approved a comment letter regarding FASB’s exposure 
draft, Accounting for Contributions Received and Contribu­
tions Made and Capitalization of Works of Art, Historical 
Treasures, and Similar Assets.
The comment letter recommends that pledges be 
recognized as assets and revenue only when the promise is 
legally enforceable; contributed services be reported as rev­
enue by a nonprofit organization only if those services are 
controlled by the nonprofit organization and they directly 
help it achieve its mission; works of art, historical treasures, 
and similar assets be reported as assets if there is both an 
intent to sell or exchange and a market for doing so; and that 
reporting of other such assets be permitted but not required.
■ Approved a comment letter regarding FASB’s expo­
sure draft, Disclosures About Market Value of Financial 
Instruments.
Proposed SAS Discusses Accountants' 
Letters to Underwriters
The Auditing Standards Board has issued an exposure draft 
of a proposed statement on auditing standards (SAS), Letters 
to Underwriters in Conjunction With Filings Under the 
Securities Act o f 1933 and Letters Issued to a Requesting 
Party in Conjunction With Other Financing Transactions.
If approved as a final statement, it would supersede SAS 
No. 49, Letters for Underwriters.
The proposed statement identifies the parties entitled 
to letters for underwriters. It also revises guidance in SAS 
No. 49 concerning an accountant’s comments in a comfort 
letter on a financial forecast, pro forma financial information, 
and other assertions for related standards published subse­
quent to SAS No. 49.
For a copy of the exposure draft, which is scheduled to 
be available by May 10, write to: AICPA Order Department, 
P.O. Box 1003, New York, N.Y. 10108-1003. Ask for prod­
uct number G00604. The comment deadline is July 10.
Accounting, Reporting Changes 
Proposed fo r S&Ls
The U.S. Office of Thrift Supervision (OTS) is proposing to 
amend its accounting and reporting regulations to require 
four standards for supervisory reporting requirements:
1) GAAP will be used unless the OTS director determines a 
more stringent standard is appropriate;
2) Transactions must be reported and disclosed in accordance 
with their underlying economic substance and inherent risk, 
regardless of whether the form of a transaction might support 
a different treatment under GAAP;
3) The OTS director may impose additional supervisory 
reporting requirements when needed; and
4) A savings association’s supervisory reports must reflect 
any safety and soundness determinations made by the OTS 
or by the savings association that affect the association’s reg­
ulatory capital.
The AICPA is preparing a response. For more informa­
tion, see the Federal Register, March 29.
Government Standards 
Proposed fo r  REA Audits
The U.S. Rural Electrification Administration (REA) has 
proposed amending its auditing and reporting requirements 
to comply with generally accepted government auditing 
standards. The proposal requires REA borrowers to engage 
an independent CPA annually to issue an audit report, a 
report on compliance, a report on internal controls, and a 
management letter. The proposal also would require CPAs to 
notify the U.S. Department of Agriculture’s Office of Inspec­
tor General directly of any scope limitations or indications of 
irregularities. Comments are due by June 4. For more infor­
mation, see the Federal Register, April 5.
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CPE Division Seeks Educator Participation
by Gary Illiano, CPA, MBA
The AICPA recognizes the need to inform accounting educators about how to 
participate in Continuing Professional Education (CPE) for professional recogni­
tion, CPE credit, and financial gain. The scope of this discussion is limited to 
“group-study” courses, defined as CPE courses held in a seminar format, as 
opposed to a self-study, conference, or other format.
Writing Courses
One way an educator can participate in CPE is to become a course author. 
Generally, the process begins when a potential author formulates his or her ideas 
into one or more proposals and submits these to the AICPA CPE Division. The 
proposal review process is highly selective, and reasons for rejection include 
similarity to existing courses, past courses on a similar topic that didn’t sell well, 
and marketability problems. Even though the AICPA is a member-oriented, not- 
for-profit organization, revenue from the sale of CPE courses to the state societies 
of CPAs, which hold seminars locally for their members and others, is essential to 
its budget. The AICPA CPE Division must operate in the black, or it would drain 
funds, which would likely result in an increase in membership dues or other mea­
sures which would be to the detriment of the people it is trying to serve.
Once we have a proposal that we feel could become a viable product, we speak 
with the potential author about what will be involved if we decide to work together.
A certain format is used, which fits 
within the parameters of the Statement 
on Standards fo r Formal Group and 
Formal Self-Study Programs, a docu­
ment which outlines our quality control 
standards. This format consists of a 
participant m anual, a discussion 
leader manual, overhead transparen­
cies, and special materials—which are 
the solutions to exercises. All of our 
authors are required to create these 
four documents in writing a course.
The participant manual is written as 
a stand-alone document that will be 
useful as a reference for participants 
(continued on page 3)
Simmons Named 
1991 Outstanding 
Educator
In recognition of his many contribu­
tions to accounting education and to 
the accounting profession, the 1991
(continued on page 2)
AACSB Modifies 
Accreditation 
Standards; Accredits 
Eight Accounting 
Programs
Meeting April 24 in St. Louis, the 
AACSB overwhelmingly approved 
changes to its policy for the accreditation 
of business and accounting programs. 
The new standards represent a move 
toward “mission-based” accreditation 
which recognizes institutional diversity. 
As such, the new policies focus on 
processes, such as curriculum and 
faculty development, as much as on 
product, such as research.
The new president of the accrediting 
body, Dean Richard Lewis of Michigan 
States’s Graduate School of Business 
Administration, states that the new rules 
would also “allow faculty recognition 
for a person with major experience. . .  
and some advanced degrees, but not 
necessarily a Ph.D.”
The new standards will be phased in 
over a transition period culminating in 
1994.
At the same meeting, the Assembly 
extended accreditation to the following 
accounting programs: Boise State 
U niversity (Type A), M arquette 
University (A), Rutgers University- 
New Brunswick (A), University of 
Central Florida (A & C), George 
Mason University (A & C), Mississippi 
State University (A & C), University 
of Nevada, Las Vegas (A & C), and the 
University of Denver (A, B & C).
150-Hour 
Legislative Update
Several months into the 1991 legisla­
tive session, two more states have 
passed laws to require 150 hours of 
education to become a CPA. They are 
Nebraska, where the law will take 
effect on January 1 , 1998, and Georgia, 
with an enactment date of January 1, 
1998.
Approximately a dozen more states 
are expected to pass 150-hour legisla­
tion by the end of 1991.
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An Asian-Pacific Conference
International 
Accounting Issues
The University of Hawaii at Manoa 
recently announced the Third Asian- 
Pacific Conference on International 
Accounting Issues, to be held October 
16-19, 1991, in Honolulu. The main 
theme of the conference is “Account­
ing Education and Practice in the 
Asian-Pacific Countries Beyond the 
Year 2000.”
Discussions and workshops on 
topics such as accounting, research, 
education and practice, the impact of 
advanced technology on international 
accounting, comparative ethics in 
international auditing and business, 
and related international accounting 
topics (foreign currency translation, 
consolidated financial statements and 
international taxation) will be presented 
at this meeting. For more information, 
including instructions for the sub­
mission of papers, contact Farhad 
Simyar at the University of Hawaii at 
Manoa, School of Accountancy, 2404 
Maile Way, Honolulu, Hawaii 96822; 
telephone (808) 956-7332.
European Conference
International 
Entrepreneurship
Entrepreneurial skills are proving to 
be of increasing importance to both 
personal and social economic success 
worldwide. The first of a planned series 
of international conferences focusing 
on issues pertaining to the develop­
ment and expansion of entrepreneurial 
activities has been announced by the 
University of Wisconsin-White Water 
in conjunction with the Anglia Business 
School, England. Other participants in 
the conference include the Scottish 
Enterprise Foundation, the University 
of Dortmund (Germany), and the 
Moscow Entrepreneurship and Per­
sonnel Center; the conference will be 
held from July 1-5, 1991, at Pembroke 
College of Cambridge University. The 
conference will focus on research, 
education and training related to 
entrepreneurship. For more informa­
tion, contact Gary L. Benson, 2018 
Carlson, University of Wisconsin-
White Water, White Water, Wisconsin 
53190; telephone (414) 472-5680.
Maintain Curricular Relevance
Community College 
Accounting 
Educator’s Workshop
The Texas Tech University Center 
for Professional Development has 
recently announced the 17th Annual 
Community College Accounting Edu­
cators’ Workshop, to be held October 
4 -5 , 1991, at the Summit Hotel in Dallas. 
Topics and issues to be addressed at this 
workshop include ethics, adult learning, 
using computers to facilitate learning, 
tax updates, and motivating students 
and teachers. Representatives from 
numerous publishing firms will also be 
exhibiting teaching materials, texts, 
and software. For additional informa­
tion, contact the Center for Professional 
Development at Texas Tech Univer­
sity, P. O. Box 4550, Lubbock, Texas 
79409; telephone (806) 742-3170.
The data also indicate that black 
accountants working in major CPA 
firms encounter the “glass ceiling” ; 
they report issues such as firm bias, 
lack of opportunity, and inadequate 
education as constraints on their 
opportun ities for advancem ent. 
Finally, the report found that while 
there has been an increase in the num­
ber of black accounting graduates, 
many of these graduates apparently 
go into fields other than public 
accounting.
Also of interest are the facts that 
32% of black CPAs hold a master’s 
degree or higher (a larger proportion 
than among non-blacks), and that 
black involvement in the policy­
making aspects of the profession has 
increased.
Copies of the complete 80-page 
study, entitled “The Task Force Report 
on the Status of Blacks in the CPA 
Profession,” may be ordered for $50 
from the New York State Society of 
CPAs, Attention: Robert Gray, Execu­
tive Director, 200 Park Avenue, New 
York, New Yo r k  10166-0010.
Survey Results
Status of Black CPAs 
in Profession
In 1969, a survey by Bert Mitchell, of 
Mitchell/Titus and Co. in New York, 
found that there were only 150 black 
CPAs in the United States. A repeat of 
that study in 1976 found that the num­
ber had grown to 450. In 1988, a task 
force of the New York State Society of 
CPAs found that there are around 2,500 
black CPAs in the country—about 1% 
of all licensed certified public accoun­
tants. These figures indicate that while 
the number of black CPAs continues to 
grow, this group is maintaining the 
same proportion  of professional 
representation through time, with this 
proportion resting at about 1% of all 
licensed CPAs.
The task force study also found that 
while 55 % of black CPAs begin their 
careers in one of the “Big 6” firms, 
only 16% remain with those firms. 
Also, the number of black-owned 
firms has grown from 30 in 1968 to 
almost 200 in 1989; however, none of 
these firms reports growth in size and 
some even report a decline.
Simmons (continued from  fron t page)
AICPA Outstanding Accounting Edu­
cator Award will be presented to John 
K. Simmons, KPMG Peat Marwick 
Professor of Accounting, University of 
Florida, at the AICPA Council meeting, 
May 2 0 -22 , 1991 in Scottsdale, 
Arizona. Through his dedication to his 
students, his commitment to quality 
accounting programs, and his active 
participation in academic and profes­
sional accounting organizations, 
Professor Simmons embodies the 
qualities of an outstanding educator.
Professor Simmons’ achievements as 
an educator have won him recognition 
from the Florida Institute of CPAs, 
which named him FICPA’s 1989 
Outstanding Accounting Educator, and 
from the Federation 
of Schools of Accoun­
tancy, which awarded 
him  the 1987 FSA 
Accounting Faculty 
Merit Award. Profes­
sor Sim m ons was 
instrumental in establishing the School 
of Accounting at the University of 
Florida and served as the school’s first
(continued on page 3)
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subsequent to their involvement in the seminar. It is 
intended as a reference source for the participant to use in 
the future, providing some insight into the process of resolv­
ing some real-world issues.
Not only does the discussion leader manual include all 
the pages of the participant manual, it also includes special 
opposing pages that provide instructions for seminar 
leaders to refer to in the course of teaching the seminar. For 
example, opposing page 1-3 will be page DL 1-3, which will 
provide an abbreviated outline of the material on page 1-3, 
to assist instructors throughout the course of their presenta­
tions. Similarly, overhead transparencies are provided to 
improve the effectiveness of presentations.
Lastly, special materials include the solutions to problems, 
examples, discussion questions, case studies, or anything 
else that would be given to the participants separate from 
their text material.
Assuming the potential author is interested in working 
with us, we will ask for a detailed course outline, if one was 
not included in the proposal. From this outline, we will 
select one chapter that we will ask the author to submit in 
draft form, so that we may ascertain whether the person has 
basic writing skill s, can deliver a manuscript at an agreed- 
upon time, and whether the idea now seen on paper continues 
to be a viable one.
If the submitted chapter looks good, the project manager 
will draw up a formal CPE division course proposal to be 
reviewed by the division directors. Each of the directors uses 
this opportunity to offer suggestions to improve the proposed 
course, based upon his or her knowledge and experience. 
For example, the marketing director may recommend 
changing the title to make it more marketable. The vast 
majority of course proposals that make it to this stage are 
approved.
Assuming both parties still want to work together, the 
project manager will draw up a contract to send to the 
author. We have a standard contract which defines the prod­
uct as a work made for hire for which the author is entitled 
to royalties. Our standard contract is for three years, the first 
year for writing the course and then at least two revisions, 
usually annually. If at the end of three years the course is 
selling well, the author has been meeting the terms of the 
agreement, and the author consents, we will renew the 
contract.
What we provide is the production, marketing, distribution, 
billing, collection, and technical and editorial review of the 
author’s work. We ask that the manuscript be submitted in 
both hard copy and disk form, preferably on WordPerfect
5.0 or 5.1. We have a team of instructional designers that 
reviews the course to make suggestions regarding format 
and presentability.
A good first-year showing for a group study course will 
put a few thousand dollars in the author’s pocket. Also, 
preparing CPE courses is an excellent way for an educator to 
maintain or increase professional interaction. Furthermore, 
a proposal soon to be presented to the Board of Directors of 
the AICPA provides for authors to receive CPE credit for their 
time spent writing CPE courses. This credit will be limited
(continued on page 4)
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CPE for Educators
A recent survey indicated that accounting educators 
are very interested in continuing professional education. 
The survey, based on a coupon which appeared in the 
January issue of Accounting Educators: FYI, revealed a 
strong preference for CPE focusing on pedagogical 
methods specifically as these relate to the teaching of 
accounting.
Based on this response, the Accounting Educators 
Subcommittee is proceeding with the development of a 
CPE program to be offered in conjunction with three of 
the American Accounting Association regional meetings 
in the spring of 1992; the same program will be offered 
at three different AAA regionals in the spring of 1993. 
The course will last a full day, and will carry eight hours 
of CPE credit. Task force Chairman Jerry Trapnell of 
Clemson University has issued a call for proposals from 
interested accounting educators for the development of 
such a program.
The proposals should focus on styles of instruction or 
problem issues and should concern pedagogical methods 
that, within the context of specific courses (such as inter­
mediate/advanced, auditing, etc.), address higher-order 
learning skills. The programs should be focused, have a 
high degree of portability, and have as an objective the 
inclusion of deliverables which participants can apply 
effectively in their own teaching environments.
All AICPA members in education are invited to submit 
proposals; these proposals will be subject to a review 
process similar to that described in the article on writing 
CPE courses in this issue (see page 1). In submitting your 
proposal, please be sure to indicate your name and an 
address and telephone number where you can be reached 
during the summer. Program creation will begin in early 
September, so to receive the fullest consideration, you 
are urged to submit your proposal as soon as possible. 
Please send your proposal to: Stephen J. Anspacher, 
Manager, Relations with Educators, AICPA, 1211 Avenue 
of the Americas, New York, New York 10036-8775.
Call fo r  Proposals
Simmons (continued from  page 2)
director from 1977 through 1980. His leadership during 
these years resulted in raising the initial endowment for 
the school, developing its curriculum and recruiting its 
current faculty. He is also the author of numerous articles 
and a recipient of the a a a /a ic pa  Notable Contributions 
to Accounting Literature Award.
Professor Simmons has long been an active contributor 
to the activities of the AICPA, AAA, FSA, FICPAS, and Beta 
Alpha Psi. He has served on numerous committees and 
recently served as president of the AAA.
The annual award is designed to provide recognition 
for the invaluable contributions accounting educators 
make to the accounting profession and to promote role 
models in academe. Nominations for the award are made 
by the state CPA societies. In 1991, a total of 46 nominees 
were considered for the award and 29 state societies par­
ticipated in the program.
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The grace period for minimum compliance with the 
AICPA’s CPE requirement has been extended to October 
31, 1991, from February 28, 1991. The Compliance with 
CPE Membership Requirements Committee approved the 
extension for those few members having trouble adjust­
ing to the new CPE requirement. Starting January 1, 1990, 
the CPE policies require that members not in public 
practice take at least 10 CPE hours a year and complete a 
total of 60 CPE hours for the first three-calendar-year 
period ending December 31, 1992. In subsequent three- 
calendar-year periods members not in public practice 
will be required to take at least 15 CPE hours a year and 
complete a total of 90 CPE hours.
Because 1990 was the first year for the CPE require­
ments and numerous questions about these requirements 
are still being raised, the Committee felt that the 1990 
grace period should be extended on a one-time-only 
basis to October 31, 1991. A recent survey of members 
not in public practice showed an overwhelming majority 
of those responding met the requirement in 1990. Most of 
the remainder said they would meet the new deadline.
Many members are surprised to hear that they have 
wide latitude in selecting subjects to fulfill the AICPA CPE 
requirements. Subjects are not limited to accounting, 
auditing, or other technical subjects. Any CPE program 
that increases professional competence will qualify. So if 
a CPA who is an educator gives a talk at an AAA confer­
ence, or takes a course on improving presentation skills, 
those programs would qualify for the AICPA CPE require­
ments. Unlike a few state boards, the AICPA does not limit 
or prohibit personal development courses.
The Committee’s action means that members who did 
not meet the minimum for 1990 have until October 31 to 
correct the situation. Members must, of course, also 
meet the minimum requirement for calendar 1991. Mem­
bers with questions about the grace period or reporting 
requirements may write to Mary Shannon, CPE Division, 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 
10036-8775.
Member Survey
These are the highlights of a recent survey (Decem­
ber/January) of 7,000 members not in public practice in 
which 2,900 responded:
• 93 % were aware of the CPE membership requirements
•  81% were aware of the wide latitude they have in select­
ing qualifying programs
• 96% are planning to get 60 CPE hours by 12/31/92
• 89% got their 10-hour minimum for calendar 1990. Of 
the 11% who didn’t complete the 10-hour minimum, 8% 
planned to do so by 2/28/91, and almost all of the other
3 % would do so if the grace period were extended to 
6/30/91.
CPE UPDATE
to 25 percent of total CPE hours earned for that reporting 
period (usually three years).
Teaching Courses
Discussion leaders can earn up to triple CPE credit for 
teaching a course. Instructors receive up to twice the recom­
mended CPE credit for actual preparation of a course they 
have not taught before, plus the recommended credit for the 
seminar. So for an eight-hour seminar, a first-time instructor 
could receive 24 hours of CPE credit: 16 hours for actual 
preparation, eight hours for seminar instruction. (Be pre­
pared to spend at least that much time preparing for one of 
these presentations.) Here at the AICPA we keep an “author 
bank” of available authors and their vitae to assist us in 
referring instructors to state societies.
We market our courses both with and without instructors. 
Many educators who write courses are interested in acting 
as discussion leaders for them. In an offering sold with 
instructor, the author would certainly be a desirable instruc­
tor. In those instances where the course is sold without an 
instructor, many times state societies will call us for a refer­
ral for an instructor to lead the seminar. Naturally, in most 
cases we try to recommend the author, but it is up to that 
individual society to contact the author for the discussion 
leader opening. With an honorarium rate of several hundred 
dollars a day, many educators find that becoming a CPE 
discussion leader is not without its benefits.
Many of our discussion leaders have used AICPA 
experience to their advantage, both in advancing in their 
professional careers and in parlaying their experiences into 
other instructional opportunities.
Technical Review
Another area in which we like to employ the expertise of 
educators is for technical review of course materials. We ask 
our reviewers to focus on the technical accuracy of the 
manuscript, including instructions to discussion leaders, 
transparencies, and solution handouts. We provide a check­
list to be filled out to ensure certain key items are not over­
looked. As with our author bank, we have a “reviewer 
bank” to assist us in reviewing the technical accuracy of our 
courses.
The technical reviewer is acknowledged in the forward to 
the course materials, and a small stipend is available.
We invite you to follow those of your colleagues who have 
found the time and inclination to share their considerable 
talents with other members of our profession, for their own 
benefit and the benefit of CPE participants. For more infor­
mation about these opportunities, please contact Linda 
Lach, Director of CPE Program Development at the AICPA.
(The author has spent nearly two years developing group-study 
courses as a project manager in the AICPA’s  CPE Division. 
Although he is an employee of the AICPA, his views, expressed in 
this article, do not necessarily reflect those of the Institute. 
Official positions are determined through specific committee 
procedures, due process, and deliberation.)
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D I S C I P L I N A R Y  A C T I O N S
Four Members Expelled—Under the bylaws, 
membership in the Institute shall be terminated without 
a hearing if the Secretary of the Institute receives a final 
judgment of conviction imposed upon any member for a 
crime punishable by imprisonment for more than one year, 
or if the member’s CPA certificate or license to practice 
is revoked as a disciplinary measure by a state board 
of accountancy. The following members have had their 
memberships terminated under the automatic disciplinary 
bylaw provisions:
■ Martin Francis O’Gara of Livermore, Calif., on Dec. 4,
1990, following his conviction in a U.S. District Court on his 
plea of guilty to “Transportation of Stolen Goods, Securities 
and Monies.”
■ David H. Boyle, of Flourtown, Pa., (formerly of Alaska), 
on Jan. 22 , 1991, following the revocation of his license by 
the Alaska State Board of Public Accountancy for gross neg­
ligence in failing to comply with generally accepted auditing 
standards in his audits of the records of a housing authority.
■ Homer J. Wilson, Jr., of Lafayette, La., on Jan. 22 , 1991, 
following the revocation of his license by the State Board of 
CPAs of Louisiana, based upon his plea of guilty to theft in 
state district court in Lafayette.
The Quality Review Executive Committee will meet 
on May 2-3 in the Stouffer Esmeralda Resort in Palm Springs, 
Calif. The committee is scheduled to consider the following: 
May 2—Afternoon: Publishing a new edition of the State 
Society Quality Review Program Administrative Manual, 
guidelines on performing internal inspections, and a 
proposed interpretation of the Standards for Performing 
and Reporting on Quality Reviews regarding illegal acts. 
May 3—Morning: Proposed interpretation on quality review 
requirements for firms that perform agreed-upon procedure 
engagements, followed by the chairmen’s meeting.
The Accounting Standards Executive Committee
will meet on June 4 -6  from 9 a.m. to 5 p.m. each day at the 
AICPA in New York. The committee is scheduled to:
June 4—Morning: Review the chairman’s report; approve 
an exposure draft of a statement of position (SOP), Report­
ing by Employers of ESOP Transactions. Afternoon: 
Approve a comment letter to the Financial Accounting Stan­
dards Board regarding FASB’s discussion memorandum 
(DM), Accounting for the Impairment of Long-Lived Assets 
and Identifiable Intangibles.
June 5—Morning: Approve an exposure draft of an SOP, 
Foreign Operations for Investment Companies. Afternoon: 
Approve an exposure draft of an SOP, Reporting of High- 
Yield Securities for Investment Companies; approve an 
exposure draft of a proposed SOP, Return of Capital Deter­
mination and Disclosure for Investment Companies.
June 6—Morning: Approve an exposure draft of an SOP, 
Reporting on Advertising Activities. Afternoon: Approve 
an exposure draft of an SOP, Accounting for Income From
■ Glenn E. Evans, of Salt Lake City, on Jan. 22 , 1991, 
following the revocation of his CPA certificate by the Divi­
sion of Occupational & Professional Licensing of the Utah 
Department of Commerce for engaging in “dishonest, 
fraudulent, and wholly unethical conduct discreditable to 
the public accountancy profession.”
Two Members Admonished— At a meeting of a hear­
ing panel of the Joint Trial Board in Washington, D.C., on 
Jan. 14, 1991, John L. Burkard and Carroll D. Simpkins of 
Beckley, W.Va., were admonished for violating the Codes of 
Professional Conduct of the AICPA and the West Virginia 
Society of CPAs in connection with an audit of a client for 
the year ended June 30, 1988. Simpkins was found to have 
had a relationship with a client of his firm in that he served 
on its board of directors while his firm was conducting an 
audit of the client. As the person in charge of the audit, 
Burkard was found guilty of failing to follow standards and 
procedures required in governmental audits and failing to 
respond appropriately to the fact that his partner, Simpkins, 
had such a relationship with the audit client.
The respondents, who were each present with counsel at 
the hearing, did not request a review. Therefore, the decision 
became effective on Feb. 13, 1991.
P U B L I C  M E E T I N G  N O T I C E S
Real Estate Syndication Activities; approve a comment letter 
on FASB’s DM, Present Value-Based Measurements in 
Accounting.
The Auditing Standards Board will meet on June 
11-13 at the AICPA in New York, beginning at 9 a.m. each 
day. The board is scheduled to do the following:
■ Discuss the proposed Statement on Standards for Attesta­
tion Engagements, Reporting on Management’s Report on 
the Effectiveness of an Entity’s Internal Control Structure 
Over Financial Reporting; and
■ Discuss comment letters received on the proposed State­
ment on Auditing Standards, The Confirmation Process.
The Professional Ethics Executive Committee will 
meet on June 12 beginning at 9:30 a.m. at the AICPA in 
Washington, D.C. The committee is scheduled to consider 
the following items for exposure:
■ Proposed rulings under Rule 101 involving a member 
who is a campaign treasurer, a member on the board of a 
component unit who is the auditor of an oversight entity, and 
a member on the board of a material component unit who is 
the auditor of another material component unit;
■ Proposed ruling under Rule 301 involving disclosure of 
confidential client information;
■ Proposed rulings under Rule 503 involving sale of prod­
ucts, billing for a subcontractor’s services, and referral of 
products of others;
■ Proposed deletion of ruling No. 63 under Rule 101 involv­
ing review of prospective financial information and a 
member’s independence of promoters.
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Publications, Workshops Designed for Small and Medium-Size Firms
Small and medium-size firms can benefit from four new 
practical manuals that are the first in the Small Firm Library 
Series. The four new publications are:
■ Small Business Audit Manual (product number 
008803—two volumes). Price: $125; $100 for members.
■ Comprehensive Engagement Manual (008801—four vol­
umes). Price: $362.50; $290 for members.
■ Bank Audit Manual (008804—three volumes).
Price: $187.50; $150 for members.
■ Construction Contractors’ Audit Manual (008802— two 
volumes). Price: $125; $100 for members.
Published in a loose-leaf format, the manuals provide 
step-by-step instructions on audits, compilations, and 
reviews. Each manual will be updated annually as of July 1 
and will be available in September. Those who order now 
will receive the first update free.
To order these publications, write to the AICPA Order 
Department, CL0591, P.O. Box 1003, New York, N.Y. 
10108-1003. Or call 800/334-6961, or 800/248-0445 in New
York State. When calling, ask for Operator CL0591.
To train members in how to use the manuals, six work­
shops have been scheduled in conjunction with three AICPA 
conferences:
■ The National Accounting and Auditing Advanced Techni­
cal Symposium, June 24-25 in Arlington, Va., and July 8-9, 
in Seattle;
■ The Practice Management Conference, July 22-24 in 
Boston, and Sept. 30-0ct. 2 in Dallas; and
■ The Small Firm Conference, Aug. 28-30 in Orlando, and 
Nov. 13-15 in Las Vegas.
For information on the technical symposium, see below. 
For information on the practice management and small-firm 
conferences, write to the AICPA Meetings & Travel Divi­
sion, 1211 Avenue of the Americas, New York, N.Y. 
10036-9775, or call 212/575-6451.
For technical information on the manuals and the work­
shops, call Moshe Levitin, technical manager, AICPA 
Technical Information, 212/575-6593.
M E E T I N G S  A N D  C O N F E R E N C E S
The Microcomputer Conference & Exhibition is for CPAs 
seeking state-of-the-art concepts and practices involving per­
sonal computers. Topics will include using computers for 
marketing, the evolution of PC software, and PC consulting 
engagements. Dates and location: June 16-19, Hilton Riverside 
and Towers, New Orleans. Registration: $650. Recommended 
CPE credit: 24 hours.
The Employee Benefits Conference is for CPAs seeking the 
latest information on the tax and accounting aspects of bene­
fits. Topics will include qualified retirement plans, ESOPs, 
and cafeteria plans. Dates and location: June 20-21, the 
Capital Hilton, Washington, D.C. Registration: $495. Rec­
ommended CPE credit: 16 hours.
The National Accounting and Auditing Advanced Tech­
nical Symposium is for auditors and accountants seeking 
advanced technical training. Topics will include the latest 
developments in accounting, auditing, and accounting and 
review services; the problems encountered in implementing 
existing standards, including the auditor’s consideration of 
internal control; and planning and performing specialized 
engagements, such as audits of nonprofits under OMB Cir­
cular A-133. An extra session will be offered on “How to 
Implement the Small Firm Series.” Dates and locations: June 
24-25, Crystal Gateway Marriott, Arlington, Va.; July 8-9, 
the Westin, Seattle. Registration: $495. Recommended CPE 
credit: 16 hours, and 2 hours for the extra session.
For information on these conferences, write to:
Sharon Free, conference marketing coordinator, CPE Divi­
sion, AICPA, 1211 Avenue of the Americas, New York,
N.Y. 10036-9775, or call 800/242-7269, or 212/575-5696 
in New York State.
The National Tax Education Program is five one-week 
sessions for tax practitioners seeking comprehensive tax 
education. Participants take lessons in practical applications 
on how to use and interpret the Internal Revenue Code and 
other sources of tax law. The following is a synopsis:
Week 1 is for practitioners with one to two years of tax 
experience. Topics will include research, individual taxation, 
and property transactions. Dates: June 17-21.
Week 2 is for practitioners with two to three years of tax 
experience. Topics will include C and S corporation taxation, 
passive losses, and interest limitations. Dates: June 24-28. 
Week 3 is for those who have satisfactorily completed weeks 
1 and 2 or who have three to four years of tax experience. 
Topics will include estate and gift taxation, partnerships, and 
compensation planning. Dates: July 15-19.
Week 4 is for those who have satisfactorily completed weeks 
1 and 2 or who have three to four years of tax experience. 
Topics will include C corporations, closely held corporations, 
succession planning for such businesses, and consolidated 
returns. Dates: July 22-26.
Week 5 is for those who have satisfactorily completed weeks
1 through 4 or have at least four years of tax experience. This 
session is revised annually so that prior participants can ben­
efit from the program again. Topics will include recent tax 
provisions; compensation; estate and gift taxation; and part­
nership, individual, corporate, and S corporation taxation. 
Dates: July 29-Aug. 2.
Location: The University of Illinois, Urbana-Cham­
paign, Ill., for all five weeks. Recommended CPE credit: 40 
hours per week. For information on course content and regis­
tration, write to Beverly J. Green, CPA, project manager, 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 
10036-8775, or call her at 212/575-5581.
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A D V E R T I S E M E N T
Three New Codifications 
as of January 1 , 1991
Stay current on accounting and auditing requirements with three invaluable reference books. Each 
codification contains statements organized by subject area, an equally organized interpretation section, 
a topical index for quick reference and numerous other appendices.
► Codification of Statements on 
Standards for Accounting and 
Review Services 
as of January 1 , 1991
This codification is issued by the Accounting and 
Review Services Committee, the senior technical 
committee of the AICPA designed to  issue 
enforceable standards in connection with the 
unaudited financial statements. It details all SSARS 
Interpretations Numbers 15 -19 of SSARS 1, 
Compilation and Review of Financial Statements, 
respectively titled:
• “Differentiaiting a Financial Statement Presentation
from a Trial Balance”
• “Determining if the Accountant has ‘Submitted’
Financial Statements Even W hen N ot Engaged to  
Compile o r Review Financial Statements”
• “Submitting Draft Financial Statements”
• “Special-Purpose Financial Presentations to
Comply with Contractual Agreements o r 
Regulatory Provisions”
No. 057162 $9.00 
AICPA members $7.20
► Codification of Statements on 
Standards for Attestation Engagements 
as of January 1 , 1991
This volume is a codification of Statements on 
Standards for Attestation Engagements compiled by the 
Accounting and Review Services Committee,
Auditing Standards Board, and Management Advisory 
Services Executive Committee. It includes 
Attestation Engagement Interpretation No. 3 of AT 
section 100, Attestation Standards, entitled 
“Applicability of Attestation Standards to  Litigation 
Services”
No. 057261 $10.00 
Discount price to AICPA members $8.00
► Codification of Statements on Auditing 
Standards as of January 1 , 1991
This greatly expanded codification from the AICPA 
Auditing Standards Board, the senior technical body 
on auditing matters, contains the currently effective 
Statements on Auditing Standards Numbers I through 
64 in one single volume. Superseded Statements o r 
portions of Statements have been deleted and 
superseding amendments have been included. 
Additional features of this codification include:
• SAS No. 64, Omnibus Statement on Auditing 
Standards— 1990
• Auditing Interpretation No. 9 of SAS No. 12, 
Inquiry of a Client’s Lawyer Concerning Litigation, 
Claims and Assessments, entitled “Use of 
Explanatory Language about the Attorney-Client 
Privilege o r the Attorney W ork-Product Privilege”
• Auditing Interpretation No. 11 of SAS No. 62, 
Special Reports, entitled “Reporting on Current- 
Value Financial Statements that Supplement 
Historical-Cost Financial Statements in a General 
Use Presentation of Real Estate Entities”
• Modification to  SAS Nos. 53-63.
No. 059021 $36.00 
AICPA members $28.00
Post Binder for Statements on Auditing Standards 
No. 058764 $20.00  
AICPA members $ 16.00
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A D V E R T I S E M E N T
Audit & Accounting Guides
The AICPA Audit & Accounting Guides make it easier for independent auditors to keep up with a specific 
industry’s accounting practices and auditing considerations. Each guide summarizes the practices presently 
being followed by an industry and describes relevant matters, conditions and procedures that are particularly 
pertinent or unique to that industry. By illustrating treatments of financial statements, and formats of auditors’ 
reports, the guides alert auditors of any unusual problems. The audit guides either incorporate any related 
AICPA Statement of Position (SOPs) that have been issued or provides the SOPs at no additional cost.
All guides listed below are subject to 20% AICPA member discount
Agricultural Producers and
Agricultural Cooperatives (1987).....................No. 012140 $20
Airlines (2nd Ed. 1988).......................................... No. 0 13 176 $20
Audit Sampling ( 1983)................ ........................... No. 013138 $20
Banks (2nd Ed. 1984)..............................................No. 011170 $20
Brokers and Dealers in Securities
(Revised Ed. 1985)...............................................No. 0 12 173 $20
Casinos (1984)....................................................... No. 0 13 142 $20
Certain Nonprofit Organizations
(2nd Ed. 1988)......................................................No. 0 13 16 1 $20
Colleges and Universities (2nd Ed. 1975).............No. 013320 $20
Computer-Assisted Audit Techniques (1979)...... No. 062050 $20
Consideration of the Internal Control 
Structure in a Financial Statement
Audit (1990)......................................................... No. 012450 $25
Construction Contractors ( 1981) ........................ No. 0 14658 $20
Credit Unions ( 1986).............................................No. 0 12046 $20
Employee Benefit Plans (2nd Ed. 1989)................ No. 012329 $20
Entities with Oil and Gas Producing
Activities (1986)................................................... No. 012084 $20
Federal Government Contractors ( 1990)............No. 0 12430 $20
Finance Companies (including Independent 
and Captive Financing Activities of
Other Companies) (2nd Ed. 1988).....................No. 012169 $20
Guide for Prospective Financial
Statements ( 1986)................................................No. 0 12065 $20
Investment Companies (3rd Revised Ed. 1987) ....No. 012135 $20
Personal Financial Statements (1983)....................No. 011132 $20
Property & Liability Insurance Companies (1990) No. 0 119 13 $20
Providers of Health Care Services ( 1990)............No. 0 12423 $20
Real Estate Appraisal Information (1987).............No. 0 13 157 $20
Savings and Loan Associations
(4th Revised Ed. 1987)........................................ No. 012099 $20
Service-Center-Produced Records (1987)...........No. 013369 $20
State and Local Governmental Units 
Including Audits of Federal Financial
Assistance (5th Ed. 1989)....................................No. 0 12051 $20
Stock Life Insurance Companies
(5th Ed. 1991).......................................................No. 012032 $20
Voluntary Health & Welfare
Organizations (2nd Ed. 1988).............................No. 0 12 154 $20
Post Binder for Audit Guides 
(need six binders for series)............................... No. 011005 $20
► Special Offer: Buy five different Audit & Accounting Guides and receive the sixth one for FREE! (Maximum of five free guides.) 
----------------------------------------ORDER FORM FOR AICPA MEMBERS ONLY----------------- ----------
Call Toll Free: 1-800-334-6961 and ask for Operator 
C L  0591. In New  York call: 1-800-248-0445.
When ordering by phone, be prepared to  give operator 
title, product number and your AICPA membership number 
and MasterCard or VISA number and expiration date.
O r complete the order form and return to  AICPA Order 
Dept., P.O. Box 1003, New York, NY 10108-1003.
Name Member Number
Firm
Address
City State ZIP
PA Y M EN T  M E T H O D
□  Payment enclosed □  MasterCard □  VISA
□  Bill directly
Card account number Exp. date
CL 0591
QTY TITLE PRODUCTNUMBER PRICE
FREE*
Signature Telephone
Please use separate page for additional titles. Subtotal 
Shipping & Handling Fee 
Sales Tax 
Net Total
* Specify which Audit & Accounting guide you wish to receive free after 
ordering 5 different guides. Please note: maximum of 5 free guides. 
Shipping and Handling Fees: Less than $10: $2.50; $10.01-$25: $3.95; 
$25.01-$50: $4.95; $50.01-$150: $5.95; over $150: 4% of total.
Add 8¼% sales tax in New York City. Elsewhere in New York State add 4% 
tax plus local tax if applicable. In Washington, DC, add 6% tax, and in 
Vermont add 4% state tax.
Return Policy: You may return most products within 6 months provided they 
are still in print and in saleable condition. Please contact AICPA Customer 
Service at 212-575-6428/6429 before you return a product.
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N E W  P U B L I C A T I O N S
The AICPA Management Advisory Services (MAS) Divi­
sion has issued a new practice aid and a special report on 
graphics. The practice aid, Developing Management Incen­
tive Programs (055377), is for small-business consultants.
It includes guidance for reviewing a client’s management 
compensation, identifying alternatives, designing an 
incentive-compensation plan, and implementing and moni­
toring the program. The special report, Using Computer 
Graphics to Enhance MAS Presentations (048561), 
presents practical information and guidelines for creating 
graphics, suggestions for using them in MAS engagements, 
illustrations of selected applications, and discussions of the 
necessary software and hardware. Both publications are 
priced at $12.50; $10 for members. (A copy of each will be 
sent to all MAS Division members.)
A new brochure and a speech address how individuals can 
manage credit. The brochure, Managing Credit: Avoiding 
the Debt Trap (890820), can be distributed to clients. Space 
is provided for you to imprint your firm’s name on the back 
panel. The newest addition to a series of brochures for con­
sumers, Managing Credit stresses the importance of reducing 
current debt. Topics include using credit wisely, controlling  
the use of credit cards, avoiding credit card fraud, and stay­
ing out of debt. Price: $15 per 100 copies. A 15- to 20-minute 
speech titled, Control Your Credit Before it Controls You 
(890561), can be used when addressing business, civic, con­
sumer, and community groups. Price: $3.50.
A new brochure and a speech address tax deductions for 
charitable contributions. The brochure, Good News for 
Good Samaritans: A Guide to Deducting Charitable 
Contributions (889490), can be distributed to charitable 
organizations or sent to clients who donate time or goods. 
Published by the AICPA Public Service Committee in 
conjunction with National Volunteer Week (April 21-27), 
the information can be used year-round. Price: $15 per 100 
copies. A 15- to 20-minute speech titled, A Gift for Those 
Who Give: A Guide to Deducting Charitable Contributions
(889475), explains deductions and outlines IRS requirements 
for charitable organizations that receive contributions. It can 
be used when addressing business, civic, consumer, and 
community groups. Price: $3.50.
“Business Advice From CPAs” is a series of five brochures 
that can help accounting firms attract new business clients. 
By explaining how CPAs can guide small-business owners 
in achieving profitability, the series stresses the importance 
of having a CPA involved in business planning, obtaining a 
loan, choosing a computer, managing cash, and budgeting. 
Space is provided for you to imprint your firm’s name on the 
back panel. The five brochures are:
■ Planning Your Company’s Growth (890540);
■ Securing a Loan for Your Company (890541);
■ Connecting Your Business With the Right Computer 
System (890542);
■ Managing Your Business Dollars (890543); and
■ Budgeting: A Tool for Business Success (889545).
The price of each is $15 per 100.
The 1991 Vest-Pocket Accounting & Auditing Reference
(015501) contains comprehensive information in an 
easy-to-use format. Topics include SEC reporting, financial 
statement preparation, nonprofit entities, the Single Audit 
Act, federal income taxes, personal financial planning, 
business evaluations, and financial statement analysis. Ref­
erence to authoritative literature is cited where applicable. 
Price: $15; $12 for members.
To order publications, speeches or brochures, write to: 
AICPA Order Department, CL0591, P.O. Box 1003,
New York, N.Y. 10108-1003; send your order via fax, 
212/575-6841; or call 800/334-6961, or 800/248-0445 in 
New York State. Ask for Operator CL0591. The best times to 
call are from 8:30 to 11:30 a.m. and 2:00 to 5:30 p.m., eastern 
standard time.
Special Discounts Available on Four Publications
Special discount prices are being offered on the following 
publications:
■ 1990 Tax Highlights for Individuals—Update and 
Selected Review (003550) was written by national tax 
experts Sidney Kess and Barbara Weltman. This manual 
enables users to develop tax-saving strategies and to advise 
clients on hundreds of cases and rulings affecting individual 
income tax returns after July 30, 1989. Special price: $25.
■ 1991 Accounting and Auditing Update Handbook
(029616) is a reference book that provides a convenient way 
to keep up-to-date on current developments in professional 
standards. Special price: $37.50.
■ Coping With Tax Reform (889295) is for CPAs seeking 
to minimize scheduling and workload problems caused by
the Tax Reform Act of 1986. It can be used to help calculate 
a firm’s work load throughout the year, particularly at year- 
end. Special price: $9.50.
■ Selected Readings for CPAs in Industry—July-Decem­
ber 1989 is a two-volume collection of articles reprinted 
from business and professional journals. Developed by the 
AICPA Industry Committee, these volumes cover a range 
of topics relating to the responsibilities of CPAs in industry. 
Volume 1 (090011) contains articles on management.
Volume 2 (090010) contains articles on technical issues. 
Special price: $17.50 each. Special price for the two-volume 
set (090012): $20.
To order these publications, write to: AICPA Order 
Department at the address above.
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W A S H I N G T O N  A T  A G L A N C E
The IRS has issued the first of 
two installments of proposed 
regulations providing special 
valuation rules for estate and gift taxes. The proposed rules 
involve Internal Revenue Code sections 2701 through 2703 
of Chapter 14, which replaced section 2036(c). The IRS did 
not say when the second set of rules would be issued.
The AICPA is preparing comments, which are due by 
Sept. 6. A public hearing is scheduled for Sept. 20. For more 
information, see the Federal Register, April 9.
The Department of Labor’s 
Pension and Welfare Benefits 
Administration (PWBA) has 
levied fines of as much as 
$1,000 a day for deficiencies in IRS Form 5500 Series filings 
and is working with the IRS to improve the accuracy and 
completeness of the filings.
Of special interest to practitioners are instances when 
the PWBA rejects a filing because the report of an independ­
ent qualified public accountant is deficient or not included as 
required. The PWBA will send a rejection letter, allowing 
the plan administrator 45 days to submit a satisfactory 
accountant’s report and to correct any deficiencies. If the 
administrator makes acceptable corrections within the 45 
days, no penalty will be assessed, but any failure to correct 
deficiencies may result in fines. In addition, when an 
accountant’s report is submitted within the 45 days, but the 
report is deficient, no more time is allowed to correct remain­
ing deficiencies, and the PWBA may fine the administrator.
Practitioners should tell clients who receive a PWBA 
rejection letter to call their CPAs and correct any deficiencies 
immediately. Practitioners also should ensure that their 
reports are accurate, complete, and meet all professional 
standards and requirements under the Employee Retirement 
Income Security Act (ERISA). For more information, call 
Michael Auerbach, chief of the PWBA’s Division of 
Accounting Services at 202/523-8794.
The IRS has expanded regu­
lations section 301.9100 to 
additional subtitles to allow 
reasonable extensions for making elections or applications 
for relief.
For such elections or applications that should have 
been filed before April 5 ,  1991, a transition rule allows an 
extension under subtitles B, C, D, or F as long as the period 
of limitations has not expired. For more information, see the 
Federal Register, April 5.
The IRS has proposed 
regulations on the election to 
expense certain depreciable 
business assets. Under Inter­
nal Revenue Code section 179, taxpayers are permitted to 
treat the cost—or a portion of the cost—of certain deprecia­
ble business assets as a currently deductible expense. 
Taxpayers who do not make this election must capitalize the 
cost. The proposed regulations would apply to property 
placed in service in taxable years ending after April 29 , 1991, 
and would reflect changes made under the Tax Reform Act 
of 1986, the Technical and Miscellaneous Revenue Act of 
1988, and section 263A regarding uniform capitalization.
The rules would amend existing regulations concerning 
the amended dollar limitation, which reduces the $10,000 
limit on the amount that a taxpayer may elect to expense for 
a taxable year by one dollar for every dollar of investment in 
excess of $200,000 in section 179 property.
In addition, the rules would amend existing regulations 
to require an income test in which the amount a taxpayer may 
deduct for any taxable year is limited to the taxable business 
income derived from the active conduct of any trade or busi­
ness during the tax year. Significantly, this income test would 
include wage income of an employee.
Comments are due by May 28, and the IRS has sched­
uled a public hearing for Aug. 8. For more information, see 
the Federal Register, March 28.
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SAS Provides Guidance on Interim Financial Information
Communication is 
required with manage­
ment, and in certain 
instances, the audit 
committee
The Auditing Stan­
dards Board has 
issued Statement on 
Auditing Standards 
(SAS) No. 66, 
Communication of 
Matters About Interim Financial Information 
Filed or to Be Filed With Specified Regulatory 
Agencies. An Amendment to SAS No. 36, 
Review of Interim Financial Information, the new 
SAS requires communication with management, 
and in certain instances, the audit committee, about 
interim financial information.
The statement is effective for interim 
financial information filed or to be filed with a 
specified regulatory agency for interim periods 
ending Sept. 15 , 1991.
SAS No. 66 is scheduled to be published in 
the August issue of the Journal of Accountancy 
and to be available for sale by June 7. (Note:
SASs are no longer provided to members on a 
gratis basis.) To buy a copy, write to: AICPA 
Order Department, P.O. Box 1003, New York, 
N.Y. 10108-1003, or call 800/334-6961, or 
800/248-0445 in New York State. Ask for product 
number 060660. Price: $3.50; $2.80 for members.
GAO Report Affirms Importance of Bank Audits
Agency recommends 
enhanced role for 
bank auditors
The AICPA agrees 
with the objectives 
of a report of the 
General Accounting 
Office to enhance the role of independent bank 
auditors. In reporting on its examination of 39 
banks that failed, the GAO recommended this 
enhanced role to help ensure the effectiveness of 
the bank regulatory system. Among the banks 
examined for the report, 23 had not obtained an 
independent audit in their last year prior to fail­
ure and four were never audited. “Without an 
audit, a troubled institution’s management can 
more easily conceal its financial difficulties,” the 
GAO said.
In the report, Failed Banks: Accounting 
and Auditing Reforms Urgently Needed, the 
GAO made the following recommendations:
■ Mandatory independent audits annually for all 
banks;
■ Auditor reports on bank internal control systems
and compliance with safety-and-soundness laws;
■ Auditor review of large banks’ quarterly call 
reports and annual financial forecasts; and
■ Mandatory independent audit committees for 
all financial institutions.
The GAO also recommended that “only 
independent public accounting firms that are sub­
ject to the accounting profession’s peer review 
programs should be permitted to audit banks.”
The AICPA endorsed the thrust of the 
GAO’s recommendations, provided the corre­
sponding rules are in accordance with professional 
standards. However, the report also discussed 
possibilities for greater involvement by regulators 
in the audit process, including allowing regulators 
to review audit workpapers and to remove audi­
tors. The AICPA said it did not support such steps 
because they could undermine the auditor-client 
relationship, which is essential to the free flow of 
information from client to auditor and vital to the 
utility of the audit.
N E W S  B R I E F S
► New Liability Policy 
Available for Small Firms
The AICPA has established a new liability insurance policy 
for small firms. Developed by the AICPA, Rollins Burdick 
Hunter Co., and Crum & Forster Managers Corp., the Basic 
Accountants’ Professional Liability Policy is available only 
to firms with annual billings of less than $250,000 and no 
more than five total staff members. The policy will cover 
losses resulting from tax, write-ups, bookkeeping, compilations, 
and management advisory services, and is for firms that limit 
their engagements to these five areas. The policy will be 
offered with a $100,000 limit and a $500 deductible. Since it 
is narrower in scope than the AICPA’s standard professional 
liability insurance policy, it is priced accordingly. For an 
application and information, call Rollins Burdick Hunter Co., 
800/221-3023, or your state CPA society.
► Disability Insurance Deadline Looms
July 1 is the deadline for members to begin or increase cover­
age under the AICPA Long-Term Disability Income Plan. 
Special features of the plan include:
■ Monthly disability income ranging from $500 to $5,000 
for disabilities caused by either sickness or accident. As 
much as $1,500 in monthly benefits is available regardless of 
earnings or other disability coverage in force.
■ A definition of total disability that applies for the duration 
of the benefit period.
■ Disability income benefits that may be paid for life after a 
waiting period if the insured is disabled before age 50. Payments 
are made to age 65 if  the insured is disabled at or over age 50.
■ A voluntary rehabilitation program under which the 
insured CPA may return to work while receiving monthly 
disability income in reduced amounts. The program also 
includes a provision for payments of approved rehabilitation 
training and education expenses.
Any member who wants more information or who 
did not receive the literature mailed recently may write to: 
Rollins Burdick Hunter Co., 605 Third Ave., New York, N.Y. 
10158, or call 800/221-4722; in New York State, call collect 
212/973-6200, and ask for extension series 447.
► APFS Exam Scheduled for September
The next Accredited Personal Financial Specialist (APFS) 
examination will be given on Sept. 27 at various sites around 
the country. To earn the APFS designation, a CPA must have 
practice experience, submit references, and demonstrate 
competence by passing the exam. The designation is sup­
ported by a new public awareness program designed to help 
consumers identify qualified financial planning professionals. 
Consumers seeking financial planners are given a list of 
accredited specialists in their area. For more information, call 
Phyllis Bernstein, director, PFP Division, 800/966-7379.
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►Speakers Named for Annual Meeting
L. William Seidman, CPA, chairman of the Federal Deposit 
Insurance Corp., economist Ezra Solomon, and ABC news­
man Sam Donaldson will be among the featured speakers for 
the AICPA’s 104th Annual Meeting, scheduled for Sunday 
Oct. 27 to Wednesday Oct. 30 in San Francisco. Solomon, a 
highly regarded expert in finance and economic policy, is the 
Dean Witter Professor of Finance Emeritus at the Graduate 
School of Business at Stanford University. His best-known 
book is The Theory of Financial Management. Donaldson, 
the co-anchor of “Primelime Live,” is a 23-year veteran of 
ABC News who served as White House Correspondent from 
1977 to 1989. Seidman has served as FDIC chairman since 
1985. As in past years, the fall meeting of the AICPA govern­
ing Council will be held on Saturday Oct. 26 in conjunction 
with the annual meeting.
For more information, write to: AICPA Meetings & 
Travel Division, 1211 Avenue of the Americas, New York, 
N.Y. 10036-8775, or call 212/575-6451.
►Four CPA Exam Candidates Earn Awards
The AICPA will present Elijah Watt Sells medals to four 
CPA candidates who earned the highest scores among those 
who took all four sections of the Uniform CPA Examination 
in November. The awards will be presented during the 
AICPA’s Annual Meeting in San Francisco, Oct. 27-30. At 
that time, Sells awards also will be presented to those candi­
dates who earned the highest scores on the exam given in 
May. The four November winners follow:
■ Paul W. Decker of Mentor, Ohio, a graduate of Cleveland 
State University, won the gold medal for the highest score.
■ Margo J. Deyo of Sterling, Ill., a graduate of the Univer­
sity of Illinois, Urbana-Champaign, won the silver medal.
■ Maurie Fox-Warren of Cambridge, Mass., a graduate of 
Bentley College and a staff accountant with Katz, Baltimore
& Co., CPAs, Newton, Mass., also won the silver medal.
■ Lauran G. Jack of Washington, D.C., a graduate of George 
Mason University and a staff accountant with Beers & Cut­
ler, CPAs, Washington, won the bronze medal.
►Accountancy Group Seeks Donations
The Inter-American Accounting Association is seeking 
contributions (which would not be tax deductible) of a 
personal computer, fax machine, and photocopier equipment. 
Aiming to improve standards and promote lasting relationships 
among accountants in the American countries, the associa­
tion has delegates from most of the accountancy organizations 
in the Western hemisphere, said James P. Wesberry, Jr., 
chairman of the AICPA’s delegation to the association. The 
association operates a small office in Miami and has a limited 
budget. If interested, write to: James P. Wesberry, Jr., 4004 
Franconia Road, Alexandria, Va. 22310-2136.
Accountants, Inc. Postmaster: Send address changes to Circulation Department, 
1211 Avenue of the Americas, New York, N.Y. 10036-8775.
Helene Kennedy Joseph Bums
Director—Communications and Public Relations Editor
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U.S. Department of Education to Accept Modified Audit Reports
The U.S. Department of Education will accept certain modi­
fied audit reports on institutions participating in its student 
financial assistance (SFA) programs.
The department requires institutions participating in 
SFA programs to engage independent auditors to audit cer­
tain aspects of their participation in those programs and 
issue a report on internal control structure and an opinion 
on compliance with laws and regulations. Since the institu­
tions frequently engage service centers to perform certain 
administrative functions, the reports should encompass 
those functions. When preparing reports on internal control 
structure and compliance, the department suggests that the 
institution’s auditor base the reports on a report from the 
service center’s auditor.
Currently, there is no specific guidance on how to pre­
pare or use the reports from service center auditors. As a 
result, these reports have been inconsistent, and auditors of 
institutions have questioned how the reports should be used. 
To address these problems, department representatives have 
told the AICPA staff that for reports on fiscal years ended on 
or before Dec. 3 1 , 1990, they will accept reports on the inter­
nal control structure and on compliance that clearly identify
the aspects of compliance that
1) the institution’s auditor tested at the institution, and
2) are performed by service centers and not tested by the 
institution’s auditor.
Such reports will be accepted only for institutions that 
have engaged service centers to perform functions that affect 
their compliance with laws and regulations and if the service 
center’s auditor has issued a report. In those circumstances, 
the institution’s auditor needs to report only on compliance 
with those laws and regulations tested at the institution and 
may disclaim an opinion on such compliance by the service 
center. The institution’s auditors also may adopt a similar 
approach in reports on the internal control structure. Depend­
ing on the programs involved, some reports were due on 
March 31, and others are due on June 30.
Examples of such reports from independent auditors are 
available in the AICPA’s Audit Risk Alert, Not-for-Profit 
Organizations— Industry Developments. For a copy, write 
to: AICPA Order Department, P.O. Box 1003, New York, 
N.Y. 10108-1003, or call 800/334-6961, or 800/248-0445 in 
New York State. Ask for product number 022074. Price: $3; 
$2.40 for members.
Exposure Draft Addresses Revisions to GAAP Hierarchy
The Auditing Standards Board has issued an exposure draft 
of a proposed statement on auditing standards (SAS), The 
Meaning of “Presents Fairly in Conformity With Generally 
Accepted Accounting Principles” in the Independent Audi­
tor’s Report. If approved as a final statement, it would revise 
the GAAP hierarchy in AICPA Professional Standards, AU 
Section 411.
The hierarchy would be revised so that the Financial 
Accounting Standards Board and the Governmental 
Accounting Standards Board each would have primary 
responsibility to set standards for reporting entities under its 
jurisdiction. The proposed statement also would make each
successive category in the hierarchy a different level of 
authority, elevating certain accounting pronouncements 
above the authority of widely recognized and prevalent 
industry accounting practices.
The exposure draft is expected to be available for sale 
by June 3. Copies will be mailed to all practice offices and 
other groups and individuals. To order a copy, write to: 
AICPA Order Department, P.O. Box 1003, New York, N.Y. 
10108-1003, or call 800/334-6961, or 800/248-0445 in New 
York State. Ask for product number G00605. The first five 
copies are free, and each additional copy costs $2.50. The 
comment deadline is Aug. 1.
Two U.S. Departments 
Amend Audit Requirements
The U.S. Departments of Commerce and Agriculture have 
issued rules regarding Circular A-133, Audits of Institutions 
of Higher Education and Other Nonprofit Organizations, 
from the U.S. Office of Management and Budget (OMB). 
Circular A -133 replaces the departments’ previous audit 
requirements, which were based on OMB Circular A-110, 
Grants and Agreements With Institutions of Higher Educa­
tion and Other Nonprofit Organizations.
The Commerce Department rule became effective April 
19 and applies to audits of nonprofit institutions for fiscal 
years that begin on or after May 2 0 , 1991. Since the Agricul­
ture Department issued a proposed rule, Circular A -110 will 
remain in effect until the proposed rule becomes final. For 
more information, see the Federal Register, April 11 and 19.
FASB Says Businesses Are Unaware 
of Proposal on Contributions
Many businesses may not be aware of the potential impact 
of an exposure draft from the Financial Accounting 
Standards Board, Accounting for Contributions Received 
and Contributions Made and Capitalization of Works of 
Art, Historical Treasures, and Similar Assets, says Ronald 
Bossio, a project manager at FASB. If approved as a final 
statement, the draft would require that all contributions be 
recognized—in the period in which they are made—as rev­
enue in the recipient’s financial statements and as expenses 
in a donor’s financial statements. It would be effective for 
fiscal years beginning after May 15, 1992.
FASB will hold a public hearing on the proposal 
July 18-19 in Norwalk, Conn. For a copy, send $9 to: FASB 
Order Department, P.O. Box 5116, Norwalk, Conn. 06856-5116.
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Political Action Committees Open up the
Contributions to the AICPA’s Effective Legislation Commit­
tee, a political action committee (PAC), helped the Institute 
win improvements in the last Congress in estate-freeze rules 
and successfully support the Chief Financial Officers Act of 
1990. This year the committee will be working, among other 
efforts, toward tax simplification and year-end conformity as 
well as on a renewed push to reform the civil provisions of 
the Racketeer Influenced and Corrupt Organizations (RICO) 
Act (see “House Subcommittee Approves Bill to Amend 
RICO Act,” page 8).
Bom of reform in the 1970s as a system of full and fair 
disclosure for political campaign contributions, PACs were 
designed to diffuse the power of big, private money. Com­
mon among corporations, labor unions, trade associations, 
professional institutes, and others, a PAC is used by people 
sharing similar interests to pool their financial resources and 
then distribute them to political candidates they favor. Because
Legislative Process
of PACs, millions of individuals who might not otherwise be 
involved are now actively participating in the political process.
In addition to increasing individual participation in poli­
tics, PACs enable candidates to defray the high costs of 
political campaigns. Safeguards have been built into the sys­
tem to limit the amounts individuals and PACs are allowed to 
give to each candidate. Information on how much is donated 
and on who donates to whom is available to the public so that 
before they enter the polling place, voters can identify the 
groups supporting particular candidates.
Members can add their voice to the political process and 
aid the AICPA’s efforts by checking off the box for PAC con­
tributions in the annual dues notice that will be mailed shortly.
For more information about the Institute’s Washington 
activities, call J. Thomas Higginbotham, vice-president-leg­
islative affairs, or Brian Cooney, director-legislative affairs, 
at 202/737-6600.
D I S C I P L I N A R Y  A C T I O N S
Four Members Expelled— Under the AICPA bylaws, 
membership in the Institute shall be terminated without a 
hearing if the Secretary of the Institute receives a final judg­
ment of conviction imposed upon any member for a crime 
punishable by imprisonment for more than one year, or if the 
member’s CPA certificate or license to practice is revoked as 
a disciplinary measure by a state board of accountancy. The 
following members have had their memberships terminated 
under these automatic disciplinary provisions:
■ Lewis P. Herman of Overland Park, Kan., on Feb. 7 ,  1991, 
following the revocation of his license by the Missouri State 
Board of Accountancy for violating its accountancy laws and 
who “by his admission of committing acts of perjury before 
the Securities and Exchange Commission has shown miscon­
duct in the practice of public accountancy, committed fraud, 
made misrepresentation, and shown dishonest conduct with 
respect to the functions and duties of a CPA.”
■ Nicholas William Ferlis of Wheeling, Ill., on Feb. 7 ,  1991, 
following his conviction on his plea of guilty in the United 
States District Court for the Northern District of Illinois, for 
“knowingly, willfully, and unlawfully [having] obstructed 
U.S. income tax laws” and for helping to prepare false tax 
returns.
■ John Edward Adams of Chicago on Feb. 7 ,  1991, follow­
ing his conviction on his plea of guilty in the U.S. District 
Court for the Northern District of Illinois, for extortion and 
filing false income tax returns.
■ Stanley E. Perea of Lakewood, Colo., on Feb. 6 ,  1991, 
upon the denial by an ad hoc committee of the Joint Trial 
Board of his request that the automatic disciplinary provision 
of the Institute’s bylaws terminating his membership not 
apply in his circumstances. Perea had been advised of a one- 
year suspension of his membership beginning on March 19,
1990, coincident with a one-year suspension of his Colorado 
CPA certificate by the Colorado State Board of Accountancy 
for conduct discreditable to the profession based on his sub­
mission of false information for a loan from the federal Small 
Business Administration. Perea was subsequently advised of 
the termination of his membership beginning on Sept. 18,
1990, following the revocation of his Arizona CPA certifi­
cate by the Arizona State Board of Accountancy for the same 
discreditable conduct. It was for this disciplinary action that 
Perea had requested that the automatic disciplinary bylaw 
not apply.
Member Suspended— Under the Institute’s bylaws, mem­
bership shall be suspended without a hearing if a member’s 
CPA certificate is suspended as a disciplinary measure by 
any governmental authority. Under this provision, the mem­
bership of Morris Moskowitz of Staten Island, N.Y., was 
suspended from May 1 , 1991, to June 3 0 , 1991, following 
the suspension of his license for the same period by the 
Division of Professional Licensing Services of the New York 
State Education Department for negligence in the practice of 
the profession, by failing to prepare timely federal corporate 
tax returns for a client, and for unprofessional conduct in fail­
ing to furnish a client’s records to a third party at the client’s 
request.
GAO Interprets CPE Requirements
Interpretation of Continuing Education and Training 
Requirements is a new publication that answers 
auditors’ most frequently asked questions about 
qualifications and continuing professional education 
requirements in the 1988 revision of Government 
Auditing Standards, known as the “Yellow Book.” 
Effective for CPE reporting periods beginning on or 
after Jan. 1 , 1991, it explains the requirements and who 
is subject to them. For a copy, write to: Superintendent 
of Documents, U.S. Government Printing Office, 
Washington, D.C. 20401, or call 202/783-3238. Ask 
for stock number 020-000-00250-6. Price: $1.
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P e r s o n a l
F i n a n c i a l
P l a n n i n g Get
The
Edge
You
Need
In
PFP
Join the AICPA’s Personal Financial Planning Division and get the 
information, guidance and support you need to help you build a 
successful financial planning practice.
For just $115 a year, you’ll receive
■ A three-volume PFP Manual ■ 
and updated practice aids. 
Developed by CPAs, the manual 
provides information and advice
on the marketing, management ■ 
and technical aspects of your 
practice.
■ Our bimonthly newsletter, The 
Planner, will help you keep ■ 
pace with changes in financial 
planning and upcoming 
professional issues.
these benefits:
A discount of $115 off the 
registration fee to the Division’s 
annual PFP Technical 
Conference.
Legislative support to protect 
your interests and foster a 
healthy business environment 
for financial planning.
An intensive public relations 
program to increase the visi­
bility of CPAs as financial 
planners.
For a brochure about the benefits of PFP Division membership, call 
1-800-966-PFP9. Or, complete the postage-paid enrollment form on 
the reverse side.
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Yes I'm interested in the PFP Division!
I would like to know more about the PFP Division. Please send me your 
brochure about membership benefits.
Enroll me as a member of the Personal Financial Planning Division.
I understand that the $115 fee entitles me to all membership benefits, 
including the three-volume PFP Manual and a subscription to The 
Planner. I agree to remit payment upon receipt of your invoice. 
Membership begins August 1, 1991, and ends July 31, 1992.
Name AICPA Member No.
Firm
Address
City State Zip Code
Signature
PLEASE FOLD AND STAPLE
NO POSTAGE 
NECESSARY 
IF MAILED 
IN THE 
UNITED STATES
BUSINESS REPLY MAIL
FIRST CLASS PERMIT NO. 72 NEW YORK, N.Y.
POSTAGE WILL BE PAID BY ADDRESSEE
AMERICAN INSTITUTE OF 
CERTIFIED PUBLIC ACCOUNTANTS
Attn: Personal Financial Planning Division
P.O. Box 1016
New York, NY 10109-1016
 
M E E T I N G S  A N D  C O N F E R E N C E S
The CPA’s Role in Litigation Services is for CPAs with at 
least five years of experience who are seeking to begin or 
enhance their litigation practice strategies. Topics will include 
valuing businesses and how to testify more effectively. Dates 
and locations: July 11-12, Stouffer Concourse Hotel, Denver, 
Oct. 10-11, Marriott Marquis, Atlanta. Registration: $495. 
Recommended CPE credit: 16 hours. For information, write 
to: Sharon Free, conference marketing coordinator, CPE 
Division, AICPA, 1211 Avenue of the Americas, New York, 
N.Y. 10036-9775, or call 800/242-7269, or 212/575-5696 in 
New York State.
The Estate Planning Conference is for CPAs seeking an 
update on estate planning legislation, court decisions, and
Firm-Management Conferences Scheduled
Two upcoming conferences will focus on practice man­
agement techniques designed to improve productivity 
and growth. They are:
■ The 1991 National Practice Managment Confer­
ence, which is for CPA firm owners. Topics will 
include: how to train partners and managers to bring in 
business, coping with the seasonal workload, and part­
ner compensation systems. Dates and locations: July 
22-24 at the Westin-Copley Place, Boston; and Sept. 
30-0ct. 2 at the Fairmont Hotel, Dallas. Registration: 
$550. Recommended CPE credit: 23 hours.
■ The National Small Firm Conference, which is for 
sole practitioners and firms with two or three partners. 
Topics will include: organizing for greater efficiency, 
how to generate referrals, finding your niche, and 
controllership by the hour. Dates and locations:
Aug. 28-30, Walt Disney World Swan Hotel, Orlando;
  and Nov. 13—15,Caesars Palace, Las Vegas. Registra­
tion: $475. Recommended CPE credit: 19 hours.
For information on which of these conferences 
would be appropriate for your firm, call 212/575-3814.
rulings. The conference will focus on business succession 
planning, estate and trust administration, planning for the 
average-sized estate, and marital deduction and life insur­
ance planning. Dates and location: July 24-26, Hotel Del 
Coronado, San Diego. Registration: $695. Recommended 
CPE credit: 24-26 hours. For information, write to: Sharon 
Free, conference marketing coordinator, CPE Division, 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 
10036-9775, or call 800/242-7269, or 212/575-5696 in New 
York State.
The Governmental Accounting and Auditing Update 
Conference is for practitioners, senior financial officers, and 
government officials dealing with accounting and auditing 
problems in federal, state, and local governments, and for 
those at colleges and universities receiving federal assistance. 
Topics will include Circular A-133 on audits of not-for-profit 
organizations and proposed revisions to AICPA SAS No. 63 
on compliance auditing. Dates and location: Aug. 26-27, 
Grand Hyatt, Washington, D.C. Registration: $395. Recom­
mended CPE credit: 16 hours. For information, write to: 
AICPA Meetings & Travel Division, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775, or call 212/575-6451.
The 1992 World Congress of Accountants will be the 
premier forum for discussing timely issues affecting accoun­
tants worldwide, including the emergence of the European 
Common Market and the continuing growth of critical 
regions, such as the Asian-Pacific rim and Eastern Europe. 
“The Accountant’s Role in a Global Economy” is the theme 
for the XIV World Congress of Accountants, scheduled for 
Oct. 11—14, 1992, in Washington, D.C. Sponsored by the 
International Federation of Accountants (IFAC), the 
congress is designed to allow the world’s accountants in 
industry, government, education, and public practice to share 
concerns, insights, and opportunities. For more information, 
write to: AICPA Meetings & Travel Division, 1211 Avenue 
of the Americas, New York, N.Y. 10036-8775, or call 
212/575-6451.
N E W  P U B L I C A T I O N S
A brochure and a speech address how clients can deal with 
the recession. Personal Finances: Managing Through an 
Economic Downturn (890544) is a brochure that focuses on 
surviving financially. It provides tips on reducing debt and 
spending, planning for retirement, and deducting expenses. 
Price: $17 per 100 copies. Dealing With a Financial Down­
turn (890562) is a 15- to 20-minute speech on personal 
financial planning. It focuses on establishing a safety net, 
developing appropriate investment strategies, planning for 
retirement, and saving for a child’s college education. Price: $4.
Employee Benefit Plans-Industry Developments—1991
(022078) is an Audit Risk Alert issued by the AICPA’s Auditing 
Standards Division. It provides auditors of financial statements 
of employee benefit plans with an overview of recent economic,
industry, regulatory, and professional developments that may 
affect such audits. Price: $3; $2.40 for members.
Guide to Finding a Personal Financial Planner (017101) is a 
brochure that encourages consumers to consider using CPAs for 
financial planning and offers tips on selecting a CPA financial 
planner. Price: $10 for 50 copies.
To order publications, speeches or brochures, write to: 
AICPA Order Department, CL0691, P.O. Box 1003, New York, 
N.Y. 10108-1003; send your order via fax, 212/575-6841; or 
call 800/334-6961, or 800/248-0445 in New York State. Ask for 
Operator CL0691. The best times to call are 8:30 to 11:30 
a.m. and 2:00 to 5:30 p.m., eastern standard time. Prices do 
not include shipping and handling.
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W A S H I N G T O N  A T  A G L A N C E
A bill to amend the civil 
provisions of the Racketeer 
Influenced and Corrupt 
Organizations (RICO) Act 
has been approved unanimously by the House Judiciary 
Subcommittee on Intellectual Property and Judicial Admin­
istration. The bill, H.R. 1717, next will be considered by the 
full Judiciary Committee.
Rep. William J. Hughes (D-N.J.), who introduced the 
bill (The CPA Letter, May), said accountants would benefit 
from passage of H.R. 1717 because like others in business, 
they can be RICO targets when the civil provisions are mis­
used. “The vagueness of the RICO statute has led to abuses 
by civil litigants who use it to hammer defendants in an 
attempt to secure settlement,” Hughes commented. Hughes 
wants to preserve its use as a tool for prosecutors pursuing 
legitimate racketeering cases.
For more information, write to J. Thomas Higginbotham, 
vice-president—legislation, AICPA, 1455 Pennsylvania 
Ave., Suite 400, Washington, D.C. 20004-1007, or 
call 202/737-6600.
The deadline for requiring 
that appraisals regarding 
federally related real estate 
transactions be performed by state-licensed or state-certified 
appraisers has been extended to Dec. 31. As set by the Federal 
Financial Institutions Examination Council, the original 
deadline was July 1. Such certification or licensing is required 
under the Federal Financial Institutions Reform, Recovery, and 
Enforcement Act of 1989 (The CPA Letter, September). For 
more information, see the Federal Register, May 1.
The AICPA opposes proposals 
to allow banks to return part 
of a loan to accrual status for 
general-purpose financial reporting because the proposals do 
not conform with GAAP, the AICPA said in letters to the 
SEC and to the Federal Financial Institutions Examination 
Council (FFIEC). The proposals by the SEC and the FFIEC 
regarding the practice, called loan splitting, “would not 
enhance the quality of financial reporting and have limited 
applicability to institutions and to specific loans,” the AICPA 
said. The proposals also “would present particular implemen­
tation problems for preparers of financial statements and 
their independent auditors.”
The letters were signed by Thomas W. Taylor, chairman 
of the AICPA’s ad hoc Task Force on Loan Splitting and of 
the Banking Committee.
The Cost Accounting Stan­
dards Board of the U.S. Office 
of Federal Procurement 
Policy has proposed extending 
cost accounting standards to negotiated non-defense contracts 
and subcontracts. Before the Office of Federal Procurement 
Policy Act was amended in 1988, only national defense 
contracts were subject to cost accounting standards by law, 
although certain non-defense contracts were covered as a 
matter of policy. The board will allow exemptions for small 
businesses and educational institutions. When drafting rules 
in the future, the board said it intends to raise the threshold so 
that only contracts and subcontracts over $500,000 would be 
subject to board rules. For more information, see the Federal 
Register, March 26.
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A News Report to Members
Members to Vote on Rule Regarding Form of Practice
Council also approves 
vote on confidential- 
information rule 
and adopts new 
contingent-fee rule
The AICPA govern­
ing Council has 
authorized a mail 
vote of members to 
change Rule 505, 
Form of Practice 
and Name. Under the current rule, members may 
practice only as proprietorships, partnerships, or 
professional corporations. The change would 
allow members to practice public accounting in 
any form of organization permitted by state law 
or regulation whose characteristics conform to 
resolutions of Council. If the new rule is adopted, 
Council resolutions would require that owners of 
any organization practicing public accounting be 
persons who hold themselves out to be CPAs or 
public accountants and who perform for clients 
one or more of the services performed by CPAs.
In other actions at its meeting May 20-22, 
the Council:
■ Authorized a mail vote on a proposal to clarify 
the applicability of Rule 301, Confidential 
Client Information.
■ Adopted a new Rule 302, Contingent Fees, 
prohibiting contingent fees for professional ser­
vices for clients for whom audits or reviews 
are performed, or for whom compilations are 
performed when there is an expectation of
third-party use, or for whom examinations of 
prospective financial information are performed. 
The rule also prohibits accepting contingent fees 
for preparing original tax returns, and, in certain 
circumstances, amended returns and claims for 
tax refunds. A recent interpretation from the Pro­
fessional Ethics Executive Committee describes 
the circumstances under which a contingent fee 
would be allowed for amended returns or claims 
for refunds.
■ Decided to prohibit members and firms 
dropped from one practice-monitoring program 
for failure to meet program requirements from 
joining another program (such as moving from 
Quality Review to Peer Review) until the origi­
nal requirements have been met.
■ Approved formation of an Information 
Technology Division (see “New Information 
Technology Division to Begin Accepting Mem­
bers Aug. 1,” page 4).
■ Endorsed proposals on governance and 
structure, including measures for small and 
medium-sized firms (see “Services Expanded 
for Small and Medium-sized Firms,” page 4).
■ Presented the 1991 AICPA Outstanding 
Accounting Educator Award to John K. Sim­
mons, CPA, the KPMG Peat Marwick Professor 
of Accounting at the University of Florida.
AICPA Proposes Prohibiting Loans to and from Clients
Proposal would affect 
members when indepen­
dence is required
The AICPA’s 
Professional Ethics 
Executive Commit­
tee has issued an 
exposure draft of a proposed revision of indepen­
dence rules that would prohibit all loans to and 
from clients. The exposure draft, Proposed 
Revision of Ethics Interpretation 101-1.A.4 and 
101-5, is expected to be available by July 9.
The proposal would grandfather fully secured 
mortgage loans on a primary residence (including 
home-equity loans) obtained under normal lending 
procedures, terms, and requirements before the 
effective date of the final rules or the date on which 
the borrower is subject to AICPA independence
rules with respect to the holder of the loan. If the 
proposal is adopted, the committee plans to issue 
rulings exempting credit-card balances that are 
paid off monthly and loans on the cash surrender 
value of life insurance policies. All other loans 
would have to be disposed of within 12 months.
The comment deadline is Sept. 10. The com­
mittee will consider all comments at its September 
open meeting. The date and place of the meeting 
will be announced in The CPA Letter.
To order a copy of the exposure draft, write 
to: AICPA Order Department, P.O. Box 1003, 
New York, N.Y. 10108-1003. Ask for product 
number 800001. The first five copies are free, and 
each additional copy costs $2.50.
N E W S  B R I E F S
► AICPA Signs Lease 
for Office Space in New Jersey
The AICPA has signed a 20-year lease for 182,000 square 
feet of office space on two floors in the Harborside Financial 
Center in Jersey City, N.J. The Institute plans to move about 
600 employees from midtown Manhattan to Harborside 
starting in July 1992. Discussing the reasons for the move, 
AICPA President Philip B. Chenok said the staff has grown 
considerably to serve the needs of a membership that has 
more than tripled to about 300,000 in the past 20 years.
“Even with a soft real estate market, the cost of opera­
tions for AICPA in mid-Manhattan would rise substantially 
when our current lease expires,” Chenok said.
To help ensure that the relocation will not disrupt ser­
vice to members, approximately 150 employees will remain 
in Manhattan. Those remaining will include divisions that 
have frequent in-person contact with members, such as 
Auditing Standards, Accounting Standards, Information 
Technology, the Division for CPA Firms, Relations with 
Educators, Industry & Practice Management, Audit & 
Accounting Guides, and the Library, Chenok said. Opera­
tions that will move include divisions such as CPE, Quality 
Review, Professional Ethics, Publications, and Technical 
Information Services.
► Jobs Open for Foreign Service Auditors, 
Investigators
The Inspector General for the U.S. Agency for International 
Development has job openings for foreign service auditors 
and criminal investigators. Initial assignments will be in 
Washington, D.C., and later in Asia, Africa, Latin America, 
and the Near East. Starting annual salaries range from 
$30,000 to $48,000.
For an application and more information, write to: 
Assistant Inspector General for Resource Management, 
Office of the Inspector General, Room 410, SA-16, 
Agency for International Development, Washington, D.C. 
20523-1604.
► Comptroller Seeks Fellowship Applicants
The federal Office of the Comptroller of the Currency is 
seeking applicants for an accounting fellowship. One candi­
date will be selected for a two-year assignment, beginning in 
October. Each applicant must be a CPA, have at least five 
years of experience in public accounting, including some 
background in banking, and one or more years as a manager. 
Applicants must demonstrate responsibility for planning, 
control, and technical accuracy of audit engagements. The 
fellowship recipient must sever all ties with his or her current 
employer. Applications will be accepted through Aug. 15. 
For more information, call Michelle Coleman or Sharon 
Condon at 202/874-5180.
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► IRS Commissioner Goldberg 
to Address Annual Meeting
IRS Commissioner Fred T. Goldberg, Jr., will address the 
AICPA’s 104th Annual Meeting, scheduled for Oct. 27-30 
in San Francisco. A proponent of tax simplification, Goldberg 
will be the featured speaker for the plenary session Tuesday 
morning, Oct. 29. Also speaking at the Annual Meeting will 
be economist Ezra Solomon, ABC newsman Sam Donaldson, 
and L. William Seidman, CPA, the chairman of both the Fed­
eral Deposit Insurance Corp. and the Resolution Trust Corp. 
For more information, write to: AICPA Meetings & Travel 
Division, 1211 Avenue of the Americas, New York, N.Y. 
10036-8775, or call 212/575-6451.
► Inspection Guidelines Approved
At its meeting on May 2-3, the Quality Review Executive 
Committee approved the new “Guidelines on How to Per­
form an Internal Inspection” for inclusion in the Quality 
Review Program Manual.
In other actions, the committee:
■ Agreed that effective Jan. 1 , 1992, the firm of an off-site 
reviewer practicing public accounting must have received an 
unmodified report on a quality or peer review in the past 
three years.
■ Discussed proposed interpretations of the quality review 
standards concerning the responsibilities of a reviewer when 
a possible illegal act by a member of the reviewed firm is 
detected during a quality review, and whether a firm that per­
forms bank directors’ examinations or other agreed-upon 
procedures engagements under SAS No. 35 and SAS No. 62 
must have an on-site review. These interpretations will be 
discussed again when the committee meets in July.
► Alaska Raises Education Requirement
Alaska became the 17th state to require 150 semester hours 
of education to become a CPA. A new law signed last month 
requires candidates in Alaska to have 150 hours by Sept. 1, 
1997. By the year 2000, new members of the AICPA must 
have a minimum of 150 hours of college-level education, 
including at least a bachelor’s degree and a concentration in 
accounting.
Legislatures and boards of accountancy in about 12 
other states are expected to consider the 150-semester-hour 
requirement within the next year.
► Correction
The price of Statement on Auditing Standards No. 66, Com­
munication of Matters About Interim Financial Information 
Filed or to Be Filed With Specified Regulatory Agencies, 
from the Auditing Standards Board (product number 
060660) was reported incorrectly in the June issue of The 
CPA Letter. The correct price is $5; $4 for members.
Accountants, Inc. Postmaster: Send address changes to Circulation Department, 
1211 Avenue of the Americas, New York, N.Y. 10036-8775.
Geoffrey L. Pickard Joseph Burns
Vice-President—Communications Editor
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PROSPECTIVE FINANCIAL INFORMATION
Notice to Readers
The Auditing Standards Division has received questions from practitioners on what factors should be considered when 
deciding whether to accept engagements to report on prospective financial information. The division also has received 
questions on what guidance in the professional literature is applicable to these engagements.
In response to these questions, the division has developed this alert, which is intended to provide guidance to accoun­
tants who are considering or have accepted engagements to report on prospective financial information.
This document has been prepared by the AICPA Auditing Standards Division staff in consultation with members of 
the Forecasts and Projections Task Force. It has not been approved, disapproved, or otherwise acted upon by a senior tech­
nical committee of the AICPA.
Risk Considerations
An accountant should carefully consider whether to 
accept an engagement to perform services related to 
prospective financial information or to report on that 
information. Such engagements are based on information 
related to future events. Although conditions vary from 
engagement to engagement, the accountant should con­
sider matters such as the following when deciding 
whether to accept such an engagement:
■ The economic environment;
■ The industry in which the entity operates;
■ The financial strength and reputation of the person or 
persons responsible for the assumptions underlying the 
prospective financial information;
■ Management’s experience with the business or project 
to which the prospective financial information relates;
■ The economic substance of the project or transaction;
■ The financial history of the business or project (for 
example, risk is ordinarily higher for a start-up entity or 
an entity with poor financial results);
■ Management’s understanding of its responsibility for 
the underlying assumptions; and
■ The engagement team’s experience with the business, 
the industry in which it operates, and reporting on 
prospective financial information.
When deciding whether to accept an engagement to 
report on a forecast, the accountant also should consider 
whether a reasonably objective basis exists for the under­
lying assumptions by considering matters such as the 
following:
■ Are facts or informed opinions, such as economists’ 
estimates of inflation rates, available to support assump­
tions, and
■ Would knowledgeable people in the entity’s business 
and industry select materially different assumptions?
For examination engagements, reliable information 
should be available to support management’s assumptions 
for each of the discrete periods covered by the prospective 
financial information.
Applicable Standards
Once the accountant accepts an engagement to report on 
prospective financial information, a thorough knowledge of 
applicable AICPA standards and guidelines is critical to the 
engagement’s successful completion. Applicable guidance 
includes Statement on Standards for Accountants’ Services 
on Prospective Financial Information, Financial Forecasts 
and Projections (product number 023017), and Guide for 
Prospective Financial Statements (012065), as amended by 
Statement of Position (SOP) 89-3, Questions Concerning 
Accountants’ Services on Prospective Financial State­
ments (014802), and SOP 90-1, Accountants’ Services on 
Prospective Financial Statements for Internal Use Only and 
Partial Presentations (014837). The Guide for Prospective 
Financial Statements incorporates the standards contained 
in Financial Forecasts and Projections. Accordingly, an 
accountant who complies with the guide and related SOPs 
also will be in compliance with Financial Forecasts and 
Projections.
The guidance discussed above applies when an 
accountant:
■ Assembles or assists in assembling prospective finan­
cial statements intended for third-party use and submits 
such statements to a client;
■ Is engaged to report on prospective financial statements 
intended for third-party use; or
■ Is engaged, in certain circumstances, to perform ser­
vices on prospective financial statements for internal use 
only and partial presentations.
For publications, write to: AICPA Order Depart­
ment, P.O. Box 1003, New York, N.Y. 10108-1003; or call 
800/334-6961, or 800/248-0445 in New York State.
The AICPA also offers a one-day group study course 
for continuing professional education credit. Titled “Fore­
casts and Projections: Application of AICPA Standards,” 
the course is offered in 18 locations around the country from 
July to December. For more information, write to: Nina 
Diamond, CPE Marketing—Group Study, AICPA, 1211 
Avenue of the Americas, New York, N.Y. 10036-8775.
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Services Expanded for Small and Medium-sized Firms
The AICPA governing Council voted at its meeting 
May 20-22 to expand services for members in small and 
medium-sized firms through a restructuring of committee 
responsibilities. Specifically, the scope of the executive com­
mittee of the Private Companies Practice Section (PCPS) of 
the Division for CPA Firms will be broadened, and the com­
mittee will be renamed the Private Companies Practice 
Executive Committee (PCP Executive Committee).
The PCP Executive Committee will represent, act as an 
advocate for, and provide service to all small and medium­
sized firms. It will represent those firms’ professional 
interests, primarily through the Technical Issues Committee, 
and provide practice-management services through the Man­
agement of an Accounting Practice (MAP) Committee.
The PCP Executive Committee will include members 
from firms that are not PCPS members. The nomination pro­
cess will be changed so that committee members will be 
appointed by the chairman of the AICPA Board of Directors. 
PCPS will continue as a separate voluntary section with its 
own dues structure, requirements, and benefits for its 6,500 
member firms. MAP programs will continue to be available 
to all members.
In other actions regarding the governance and structure 
of the AICPA, the Council:
■ Decided that the members of the SEC Practice Section 
and Quality Review Executive Committees should be 
appointed by the chairman of the board, subject to the 
board’s and the existing committees’ members’ approval.
■ Approved a recommendation that Council elect an
11-member Nominations Committee that would include no 
more than seven members of Council, one of whom will be 
the immediate past chairman of the board who will serve as 
Nominations Committee chairman.
■ Renamed the Federal Taxation Division the “Tax Division. ”
■ Endorsed the following recommendations, which will 
require a vote of the membership:
—Eliminating the elected position of treasurer and giv­
ing that title and responsibility to the chairman of the Finance 
Committee of the board of directors, who would be desig­
nated by the chairman of the board.
—Eliminating the office of elected vice-presidents with 
one-year terms and increasing the number of board members 
from 21 to 23 so that elected board members serve staggered 
three-year terms.
New Information Technology Division to Accept Members Beginning Aug. 1
The AICPA’s new Information Technology Division will 
begin accepting members on Aug. 1. Authorized by a vote of 
the AICPA governing Council at its meeting May 20-22, the 
new division will be open to all members seeking to increase 
their knowledge and skills in applying computer technology. 
The annual membership fee is $100.
The division will enable the AICPA to raise the knowl­
edge and skills of members through greater association and 
collaboration among colleagues from diverse disciplines, 
promote the importance of the CPA’s role in implementing 
new technology, conduct research into how CPAs can use 
technology more effectively, and increase the competence 
of professionals coping with the challenges of the 
information era.
Membership benefits will include the following:
■ A newsletter that will keep members informed about 
developments in technology and offer practical guidance on
how to use computer tools and techniques.
■ Discounts on leading hardware and software from major 
vendors.
■ Conferences and other meetings so that members may 
exchange ideas and benefit from each other’s experiences.
■ Practice aids including a technology implementation plan­
ning guide.
■ Public relations campaigns to enhance the image of the 
CPA as knowledgeable in implementing the latest and most 
efficient accounting-related technologies.
■ Research activities to identify technologies that will have 
an impact on the profession and the opportunities these tech­
nologies provide CPAs.
For more information and membership applications 
write to: AICPA Membership Administration, 1211 Avenue 
of the Americas, New York, N.Y. 10036-8775, or call 
212/575-6421.
AICPA/Gallup Survey Reveals Great Interest in Accounting Among Students
A survey conducted by the Gallup Organization for the 
AICPA shows that almost half (42%) of the high school stu­
dents responding may be interested in a career in accounting. 
The telephone survey of 1,000 high school and 1,000 college 
students found that a majority of respondents—particularly 
high achievers—make their decision to attend college before 
they enter high school. This finding is consistent with 
increased efforts by the Institute to direct career information to 
high school students to attract the “best and the brightest” into 
the profession.
The students’ overall perception of accounting was
mostly favorable, even though accounting as a career did not 
rate as high among the respondents as other professions did.
The survey also shows overwhelming support for col­
lege study beyond the traditional four-year curriculum. 
About nine out of ten students reported that an additional 
year of college beyond the bachelor’s degree would not 
affect their career choices. This finding is significant given 
the AICPA’s program to implement a 150-hour education 
requirement nationwide by the year 2000 for students plan­
ning to take the Uniform CPA Examination. To date, 17 
states have enacted the higher education standard.
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Rostenkowski, Bentsen Introduce Identical Tax Simplification Bills
House Ways and Means Committee Chairman Dan 
Rostenkowski (D -Ill.) and Senate Finance Committee 
Chairman Lloyd Bentsen (D-Texas) jointly introduced iden­
tical, comprehensive tax simplification bills. The bipartisan 
bills, H.R. 2777 and S. 1394, were introduced on June 26.
In addition, Rostenkowski separately introduced a second 
smaller package of other simplification proposals 
(H.R. 2775) for consideration during the coming debate 
on the issue. The AICPA will testify on the proposals at a 
hearing July 23 and 24 before the House Ways and Means 
Committee.
When he addressed the AICPA’s Tax Division meeting 
in May, Rostenkowski said he would introduce a tax simpli­
fication bill. “I will do everything I can to see that the bill 
moves along in my committee and in the House,” he said.
However, he predicted that the end result would not be “the 
simplification bill to end all simplification bills” because “tax 
equity is always going to win a face-off with tax simplicity.” 
Praising CPAs for the role they play as tax advisers and 
preparers, Rostenkowski said, “It’s always a pleasure to 
speak to this group, because if there’s anyone I can depend 
on for openness and honesty, it’s you. You have a healthy 
regard for the integrity of the Internal Revenue Code and that 
alone makes you an important ally. ”
He also praised the AICPA for having “blazed the trail” 
on the issue of tax simplicity.
Despite his position as chairman of the powerful House 
tax-writing committee, Rostenkowski admitted that he 
leaves his own tax-preparation work to an expert. “I don’t 
even fill out my own forms,” he said.
Strong AICPA Support Helps Win House Approval to Fund CFO Act
In addition, the Institute wrote to members of its Key Person 
Program, asking them to write to their elected representatives 
in the House about the importance of the issue.
A strong push by the AICPA and others to support funding 
for the Chief Financial Officers Act of 1990 succeeded last 
month when the House voted 341 to 52 to restore the funding 
needed for its implementation. The act establishes positions 
for financial officers in 23 government agencies including 
the federal Office of Management and Budget.
The vote followed a move by Representative Jamie L.
Whitten (D-Miss.), chairman of the House Appropriations 
Committee, to bar the funds. Whitten had said the act would 
create an unnecessary layer of government.
The AICPA sided with the Bush Administration against 
the move to deny funding. J. Thomas Higginbotham, AICPA 
vice-president-legislative affairs, wrote to all members of 
the House urging them to support funding for the CFO act.
Proposed Definition of “Investment Adviser” Would Include Accountants
Rep. Rick Boucher (D-Va.) has reintroduced a bill that would 
expand the definition of “investment adviser” under the 
Investment Advisers Act of 1940 to include all individuals, 
including accountants, who use the term “financial planner” 
or similar words. The bill, H.R. 2412, would:
■ Narrow the current exclusion available to accountants;
■ Create a private right of action permitting clients to sue 
their advisers; and
■ Require financial planners to register with the SEC under 
the 1940 act and disclose such information as their quali­
fications and sources of income, including investment 
commissions and brokerage fees. Boucher introduced a
The funding amendment was offered on June 18 by 
Representatives John Conyers, Jr. (D-Mich.) and Frank 
Horton (R-N.Y.). Among those who supported the measure 
during House consideration were Representatives Dan Burton 
(R-Ind.), Thomas R. Carper (D-Del.), William F. Clinger, Jr. 
(R-Pa.), Henry B. Gonzalez (D-Texas), Craig T. James 
(R-Fla.), Scott Klug (R-Wisc.), Tom Lantos (D-Calif.), Alfred 
A. McCandless (R-Calif.), Joseph M. McDade (R-Pa.), 
Robert H. Michel (R-Ill.), Lewis F. Payne (D-Va.), Timothy J. 
Penny (D-Minn.), Charles W. Stenholm (D-Texas), Mike 
Synar (D-Okla.), and Frederick S. Upton (R-Mich.).
similar bill last year.
The AICPA opposes the bill in its present form, saying 
that any attempt to regulate investment advisers should be 
directed toward an individual’s activities and functions, 
rather than one’s title.
H.R. 2412 is cosponsored by Rep. Edward Markey 
(D-Mass.), chairman of the House Subcommittee on 
Telecommunications and Finance, which has jurisdiction 
over the bill. Reps. Dennis Eckart (D-Ohio), Jim Cooper 
(D-Tenn.), Ron Wyden (D-Ore.), and Richard Lehman (D- 
Calif.) are also cosponsors of H.R. 2412 and members of the 
subcommittee.
Leadership Program for Partners Offers Substantial Benefits
“I believe that the two weeks I spent at the Duke/AICPA 
Partner Leadership Institute were beyond a doubt the finest 
educational experience of my professional life,” says LeRoy
E. Martin, managing partner, McGladrey & Pullen. “The cal­
iber and ability of the faculty are unsurpassed, in my view.” 
Other past participants offer similar views.
The two-week program (week one is Aug. 25-30 and 
week two is Oct. 20-25) is for managing partners, partners in
charge, and practice unit leaders seeking to improve their 
managerial effectiveness and performance in leadership roles 
within their firms. Held at Duke University, the program 
helps develop management skills and aptitude in negotiation, 
communication, and decision making, among other abilities.
For information write to: Registration Coordinator,
R. David Thomas Center, The Fuqua School of Business, 
Duke University, Durham, N.C. 27706, or call 919/660-6340.
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Comments Sought on Proposal to Change GAAP Hierarchy
The Auditing Standards Board is seeking comments on a 
proposal that would significantly change the current GAAP 
hierarchy. The comment deadline is Aug. 1 on the board’s 
exposure draft of a proposed statement on auditing standards 
(SAS), The Meaning of “Presents Fairly in Conformity With 
Generally Accepted Accounting Principles” in the Indepen­
dent Auditors Report.
If approved, the statement would establish two parallel 
hierarchies: one for state and local governmental entities and 
one for nongovernmental entities. Also, the statement would 
change the authority of Statements of Position, Audit and 
Accounting Guides, and Practice Bulletins from the AICPA’s 
Accounting Standards Executive Committee and would 
change the authority of consensuses from the Emerging 
Issues Task Force of the Financial Accounting Standards 
Board.
For example, the proposed revisions would require a
AcSEC Approves Statement 
on Real Estate Syndication Income
The Accounting Standards Executive Committee (AcSEC) 
has approved for final issuance a statement of position (SOP) 
on real estate syndication activities. Now subject to review 
by the Financial Accounting Standards Board, the SOP, 
Accounting for Real Estate Syndication Income, provides 
guidance on applying GAAP in the financial reporting of real 
estate syndication income. Among other conclusions, the 
SOP says that syndicators should apply the guidance in 
FASB Statement No. 66, Accounting for Sales of Real Estate, 
in determining the timing and amount of profit of real estate 
syndication transactions, even if the syndicators never had 
ownership interests in the underlying properties.
In other actions during its meeting on June 4-6 , AcSEC 
approved five proposed SOPs for exposure. The first three 
apply to investment companies: Financial Accounting and 
Reporting for High-Yield Securities; Foreign Currency 
Accounting and Financial Statement Presentation; and 
Determination, Disclosure, and Financial Statement Presen­
tation of Income, Capital Gains, and Return of Capital 
Distributions. The fourth, Reporting on Advertising Activities, 
applies to all enterprises, and the fifth, Disclosure of Fronting 
Arrangements by Fronting Companies, applies to insurers.
non-governmental entity that follows an industry account­
ing practice to change to an accounting treatment specified 
by AICPA SOPs that have been cleared by FASB and would 
become effective after the proposed SAS becomes effective. 
Also, since consensus positions of FASB’s Emerging Issues 
Task Force (EITF) would have greater authority than they 
do in the current GAAP hierarchy, and non-governmental 
entities would be required to change their current account­
ing practices to follow certain EITF guidance. (This change 
would not affect SEC registrants because the SEC’s chief 
accountant has said registrants are expected to follow 
EITF guidance.)
To order a copy of the exposure draft, write to: AICPA 
Order Department, P.O. Box 1003, New York, N.Y. 
10108-1003; send your order via fax, 212/575-6841; or 
call 800/334-6961, or 800/248-0445 in New York State. 
Ask for product number G00605. The first five copies are 
free, and each additional copy costs $2.50.
Non-Profits Criticized 
Over Cost Allocations
The National Charities Information Bureau (NCIB) and 
some state attorneys general have criticized the manner in 
which some organizations have applied AICPA Statement 
of Position (SOP) 87-2, Accounting for Joint Costs of 
Informational Material and Activities of Not-for-Profit 
Organizations That Include a Fund-Raising Appeal. The 
NCIB and the attorneys general believe some organizations 
have been too liberal in their allocation of costs to program 
expenses, especially those costs incurred to educate the pub­
lic. Not-for-profit organizations and auditors should 
carefully review the requirements of the SOP and consider 
the sufficiency of evidence that exists to support any alloca­
tions of joint costs.
The Auditing Standards Division recently published an 
Audit Risk Alert, Not-for-Profit Organizations, Industry 
Developments—1991, to alert auditors of current economic, 
industry, regulatory, and professional developments affecting 
such audits. For a copy, write to: AICPA Order Department, 
P.O. Box 1003, New York, N.Y. 10108-1003; or call 
800/334-6961, or 800/248-0445 in New York State. Ask for 
product number 022074. Price: $3; $2.40 for members.
P U B L I C  M E E T I N G  N O T I C E S
The Management Advisory Services Executive Committee will discuss 
comments on its exposure draft, Proposed Statement on Standards for 
Consulting Services: Definitions and Standards, when it meets on July 16 
at 9 a.m. at the Marriott O’Hare Hotel, Chicago.
The Accounting and Review Services Committee is scheduled to meet 
on July 18 at 9 a.m. at the AICPA in New York. Among other matters, the 
committee will
■ Review an omnibus statement that would amend various sections of the 
Statements on Standards for Accounting and Review Services (SSARS).
■ Discuss a proposal by the Management Advisory Services Executive 
Committee to exclude from the applicability of SSARS unaudited financial 
presentations included in written consulting engagement findings.
■ Review a draft of a statement of position that would provide guidance 
on reporting on required supplementary information accompanying basic 
financial statements.
The Quality Review Executive Committee is scheduled to meet on 
July 24 at 8 a.m. at the Fairmont Hotel in Chicago. The committee will
■ Consider a proposed interpretation on qualifications for off-site 
reviewers.
■ Consider a proposed interpretation on review requirements for firms 
performing agreed-upon procedures engagements.
■ Consider a proposed interpretation on reviewer responsibilities when 
illegal acts are detected or alleged.
■ Review the 1991 committee chairmen’s conference.
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A Special Report from the AICPA Industry Committee
How to Identify the Symptoms of a Faulty Cost System
Traditional volume-based cost systems often tell managers 
that they can increase profit from a particular product by 
simply producing more of the product. Unfortunately, vol­
ume systems don’t always tell the truth. For example, a 
low-volume custom-made product may show a good profit 
with a traditional volume-cost system, although it incurs a 
disproportionate amount of machine setups and engineering 
support. The system might allocate much of the cost to high- 
volume products. Perhaps the last thing management should 
do is increase the custom product’s volume.
Joseph Fisher, professor of business administration at 
Dartmouth College, says that today’s complex and segmented 
markets require more expediting, setups, scheduling, material 
handling, engineering, maintenance, and research and develop­
ment activities. Fisher is a coauthor of “Management Accounting 
for the ‘90s,” one of six courses in the AICPA’s Financial Man­
agement Certificate of Educational Achievement (FMCEA) 
program (The CPA Letter, April). Volume-cost systems can easily 
misallocate the costs, but a well designed activity-based cost 
(ABC) system will assign them to the right products, he says. 
Fisher and other cost experts have identified 11 symptoms of 
a faulty cost system, suggesting that if you experience any 
one of them, your cost system may not be providing the 
information you need to make the best business decisions.
11 Symptoms
The 11 symptoms are:
1. Your hard-to-make products show big profits. These prod­
ucts tend to require many activities but often receive the
Conference Attendance Sets Record
A record 844 participants attended the AICPA 
National Industry Conference in April, the largest 
gathering of industry CPAs in the Institute’s history. 
Among the highlights of the meeting were sessions on 
activity-based cost (ABC) accounting, which was one 
of the conference’s most popular topics, controlling 
insurance costs, and avoiding wrongfiil-discharge liti­
gation. (These topics are covered in accompanying 
articles in this issue.)
The 1992 National Industry Conference will be 
held in Boston on May 7-9.
lowest share of overhead. The reported profits might be wrong.
2. It’s difficult to explain profit margins to your managers. 
Do they often question prices, costs, and volumes?
3. You have a high-margin product niche all to yourself, but 
your competitors may know more about the product’s true 
cost than you do.
4. Your customers readily accept price increases. Customers 
tend to know bargains. Do your managers ask, “Why didn’t 
we raise the price sooner?”
5. Competitors appear to have unrealistically low prices on 
high-volume products. Their prices may reflect relatively 
few machine setups and parts, and low rework, change 
orders, and scheduling activities. Your system might erro­
neously suggest that the costs justify higher prices.
6. Your managers want to drop profitable products. Are your 
prices higher than they have to be?
7. You use only direct-labor hours to allocate overhead. If 
you allocate more than 50% of your overhead to a particular 
product, you might be overloading the product
8. You use only volume-related overhead allocation bases. 
Labor hours, machine hours, and material dollars can misdi­
rect costs.
9. The accounting department spends a lot of time on special 
projects. Do the projects relate to cost, volume, and price?
10. Functional departments use their own cost numbers for 
decisions.
11. You have high inventory values.
The ABC system and case study comprise only part 
of “Management Accounting for the ‘90s.” For more infor­
mation about the FM CEA program, call the CPE course 
information hotline, 800/242-7269, or 212/575-5696 in New 
York State.
Committee to Meet in Boston
The AICPA’s Industry Committee will meet on July 11-12 
in Boston and is scheduled to:
■ Discuss how the AICPA Code of Professional Conduct 
applies to members in industry.
■ Discuss the committee’s comment letter on Internal 
Control— Integrated Framework, a report issued in March 
by the Committee of Sponsoring Organizations of the 
Treadway Commission (The CPA Letter, April).
■ Discuss ideas for the 1992 National Industry Conference, 
scheduled for May 7 -9  in Boston.
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Tips for Controlling Workers’ Compensation Costs
If your company is typical, your workers’ compensation 
premiums have been rising at double-digit rates for the past 
six years. Insurance professionals expect this trend to con­
tinue, since costs are being driven up by increases in workers’ 
compensation losses and by increases in health care costs, 
which now account for about 40% of the cost of workers’ 
compensation claims.
These costs can be controlled, however, says William 
Leinheiser, senior consultant of Corporate Policyholders 
Counsel Inc., a risk management and insurance consulting 
firm in Park Ridge, Ill. Leinheiser talked about insurance at 
the recent National Industry Conference in Phoenix. Many of 
Leinheiser’s clients have reduced current costs, uncovered 
past errors, and received retroactive premium adjustments.
Two Rules
Leinheiser suggested that when using outside contrac­
tors, for example, insist that they provide certificates of 
insurance verifying their workers’ compensation coverage.
If you don’t, you might be forced to pay the workers’ com­
pensation premiums. Also, if you spend $500,000 or more 
annually on workers’ compensation premiums, consider 
self-insurance. When combined with an effective safety pro­
gram, self-insurance helps cut workers’ compensation costs,
Leinheiser says. Be sure to get professional advice, however, 
if you pursue self-insurance.
Beyond these two options, Leinheiser says, every com­
pany can control its workers’ compensation costs by using a 
two-step program. The first step involves verifying all loss 
data; the second involves controlling your losses.
To verify loss data, begin by checking all claims that 
pertain to your employees. Review the losses compiled by 
your insurer. Then, use your judgment and your knowledge 
of each claim to determine whether the data are accurate and 
the reserves adequate. About eight months before the policy 
is renewed, review all open claims and negotiate with your 
insurer to close out as many as possible and adjust reserves 
downward.
Your insurer’s rating bureau uses payroll data and loss 
statistics from your company to determine your experience 
modification, which is a multiplier used to set your premium. 
Verify annually the accuracy of the calculations used to 
determine your experience modification. The calculation 
should reflect your experience for the first three of the previ­
ous four years, and it is a major factor in determining your 
final premium. If the data behind the calculation are wrong, 
your premiums will be wrong. Your broker can get a copy of 
the experience modification worksheet for you.
One practical way to improve data accuracy is to work 
with your insurer’s payroll auditors. Don’t put the auditors in 
a small, dark office, dump the files on a desk, and just hope 
they go away. Such treatment invites errors. The best time to 
avoid mistakes is when the auditors are in your office.
The Second Step
The second step in the process may be more difficult. 
Begin by keeping careful records of accidents by type, loca­
tion, and cause. Use these records to develop an effective 
safety program, which should pay for itself if managed prop­
erly. Your broker and insurer should be able to help you 
establish a program.
For more information, the Risk and Insurance Manage­
ment Society Inc., a trade association of risk managers, 
recently published Risk Management, Practical Ideas and 
Applications. Designed for those who are new to the field, 
the booklet describes risk management techniques and 
includes a checklist for evaluating a risk management pro­
gram. For a copy, send $9.95 to Risk Management Society 
Publishing, 205 E. 42nd S t, New York, N.Y. 10017.
Journal of Accountancy 
Seeks Articles from Members in Industry
The Journal of Accountancy invites AICPA members 
in industry to submit article ideas on topics that 
may be useful to accountants in industry. Subjects 
can range from research you’ve done, to ideas you 
have for improving your efficiency or for making 
your company operate more effectively. What’s 
important is that the material be practical, timely, 
and of interest to other CPAs. Journal editors will 
help contributors organize their material. Members 
interested in writing for the Journal should send a 
short letter describing their ideas to: Stanley Zarowin, 
senior editor, Journal of Accountancy, AICPA, 1211 
Avenue of the Americas, New York, N.Y. 10036-8775.
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Here’s How Managers Can Prevent a Firing from Backfiring
Most managers are aware of laws prohibiting employment 
discrimination on the basis of race, sex, religion, national ori­
gin, and age. But few are aware of myriad other rules, such as 
Section 510 of the Employee Retirement Income Security 
Act of 1974, which bars termination to prevent employees 
from getting a pension benefit.
A case in point: A Fortune 500 company agreed to pay 
$413 million to settle a discrimination suit after it was 
charged with laying off employees to save pension costs. The 
settlement is an example of how much it can cost when a fir­
ing backfires, says Peter M. Panken, a lawyer with Parker 
Chapin Flattau & Klimpl in New York. A specialist in 
employment law, Panken says the case also shows that the 
web of federal and state laws and agency regulations dealing 
with employees’ rights can trap unwary managers. Panken 
was one of the speakers at the National Industry Conference 
in Phoenix in April.
Building a Case
While a fired employee has the burden of proof, judges 
and juries usually are sympathetic to those who are out of 
work. Therefore, a good reason for a termination, such as 
poor performance or lack of seniority, is important in win­
ning any resulting litigation, Panken says.
To reduce the risk of lawsuits, employers must address 
all the reasons for a dismissal. These reasons should include 
any that may not be immediately obvious, such as an effort to 
save on pension costs. Also, managers should remember that 
once an employee is fired unfairly, it’s usually too late to 
undo the damage, says Panken. Whether a discharge involves 
one or many employees, managers must act as if the firing 
will be challenged in court.
Panken’s 10 guidelines for reducing the risk of unlawful 
discharge are:
1) Make sure that your employment applications and 
employee manuals are precise. Being vague can backfire, but 
stating plainly that employment is “at will” helps avoid 
implied contract claims.
2) Do not make a promise to an employee that you cannot or 
do not intend to keep. Before firing for reasons regarding 
performance, give the employee a chance to improve and use 
progressively stricter discipline.
3) Have clearly written work rules that state the infractions 
that can lead to discipline and discharge and give each 
employee a copy.
4) Deal with the worst offenders first so employees cannot 
claim they were singled out unfairly.
5) Give employees a chance to correct their behavior for less 
serious offenses, and use a progression of written warnings 
that employees sign.
6) Document both sides of the story and have the employee 
and a witness sign the statement. Check the facts and consider 
the weaknesses in your case. Get an unbiased opinion of fair­
ness by asking another manager to review the circumstances.
7) Be consistent in dealing with discipline, infractions of 
rules, and punishment.
8) Review the employee’s file for fairness; employees with 
many years of seniority may merit another chance to 
improve their performance.
9) If you suspect a problem might result from a discharge, 
use a special severance package of pay and benefits in 
exchange for a written release from claims.
10) Don’t stand in the way of an employee’s future employ­
ment. Give dates of employment to prospective employers, 
but avoid good or bad references because they can backfire.
Laws change and they vary from state to state. In addi­
tion to these 10 guidelines, therefore, it makes good business 
sense to know the rules and regulations that affect your com­
pany, and make sure that all managers and supervisors know 
and adhere to them.
Conferences, Courses Offered
The AICPA has 97 Group-Study CPE courses of interest to 
members in industry. The courses are offered by state soci­
eties around the country. Among the new courses this year 
are “Leading the Controller’s Department,” “Using Insur­
ance for Tax Savings and Business Planning,” and “Entering 
the Maze of Corporate Taxation.” For more information on 
the courses, write to: Nina Diamond, CPE Marketing— 
Group Study, AICPA, 1211 Avenue of the Americas, New 
York, N.Y 10036-8775.
Also, conferences are scheduled on:
■ The securities industry, Nov. 13-14, New York;
■ Banking, Nov. 14-15, Washington, D.C.
■ Current SEC developments, Jan. 7 - 8 ,  1992, Washington, 
D.C.
For more information on AICPA conferences, write to: 
Meetings & Travel Division, AICPA, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775, or call 212/575-6451.
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State Societies Developing Special Programs for Industry Members
Many state societies have developed programs for members 
in industry (The CPA Letter, April). The following is a list of 
some of the programs.
Texas
In Texas, Robert Clyde, the president of the Texas Society of 
CPAs, held a meeting of the society’s members in government 
and industry (MIGI) to identify major areas of concern for 
industry members. One project resulting from the meeting was 
the establishment of a mentor program in which society lead­
ers are asked to “adopt” a member in government or industry 
in an effort to develop potential society leaders. Cindy Kile, 
chairwoman of the MIGI Council, said that next year, each of 
the society’s 150 committee chairmen will be asked to “adopt” 
an MIGI member. The program is designed to get members in 
industry, government, and education involved in committees 
and also to educate them about state society activities.
Indiana
The Indiana CPA Society has devised a committee structure 
that unites members in industry with members in public 
practice and gives all members an effective advocate on 
accounting and financial regulations affecting the state’s 
important industries. Committees on agricultural businesses, 
financial institutions, health care, insurance, manufacturing, 
not-for-profit corporations, real estate, construction and 
development, and utilities focus on meeting the needs of 
members involved in these industries. Gary Bolinger, exec­
utive vice-president of the Indiana CPA Society, said the 
committees represent the interests of all CPAs, whether they 
are external auditors and advisers to companies or are 
employed internally as financial executives. The responsibili­
ties of each committee fall into three primary categories:
1) Planning and sponsoring conferences, seminars, and other 
educational programs to enhance members’ understanding of 
the accounting, taxation, regulatory, and financial aspects of 
the industry.
2) Maintaining relationships and channels of communication 
with the industry’s regulators and trade groups.
3) Communicating to all members of the society about com­
mittee activities and current developments.
New Jersey
The Members in Industry and Commerce Committee in New 
Jersey has a history of sponsoring innovative programs for 
all CPAs, regardless of their fields. One such program is an 
annual meeting called Spotlight on New Jersey Business. In 
this program, a major New Jersey employer hosts a meeting 
of CPAs. The participants get an inside look at the financial 
operations of the company, and the host company gets a new 
understanding of the role of CPAs as business advisers and as 
financial executives. This year, AT&T hosted a reception, 
dinner, and discussion of AT&T’s strategic planning process 
and the role financial management plays in the process. More 
than 150 AT&T employees and members of the New Jersey 
Society of CPAs attended.
Societies Also Are Sponsoring Industry Conferences
The list of state societies sponsoring conferences for members in industry keeps growing. Several states, including Washington, 
Texas, and Indiana, hold conferences on developments in particular industries. Below is a list of upcoming programs designed 
for industry members. For more information, call the sponsoring state society.
Date_________ State________ Program____________  Date_________ State________ Program___________
Aug. 11-13 Minnesota/ Regional Conference 
North Dakota
Sept. 12-13 Louisiana Business & Industry
Conference
Sept. 18-20 North Carolina Members in Industry
Conference
Sept. 20 Oklahoma Members in Industry
Conference
Sept. 27 Minnesota Fall Business & Industry
Conference
Sept. 30-0ct. 1 Kentucky Industry & Government
Conference
Oct. 21 Nebraska Industry Conference
Oct. 25-26 New Mexico Symposium for CPAs in 
Private Practice
Oct. 26 Colorado Accountants in Industry 
Conference
Nov. 1 Georgia Decision Makers 
Conference
Nov. 18-19 Ohio Financial Management 
Institute
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Accountant’s Trial Balance Upgraded
Version 3.0 Offers More Features
Accountant’s Trial Balance (ATB) has become the best-selling, most-used trial balance software in the 
accounting industry. Designed by accountants for accountants, ATB automates the busy clerical work and 
calculations that take up so much time during routine trial balance preparation.
And now this popular software has been upgraded to include additional features suggested by a number 
of current users. New ATB 3.0 features include:
• A pop-up calculator. • A shell to DOS.
• Ability to print reports that print • The ability to add accounts “on-the-fly.”
to a comma-delimited file. • Prior period balances in both dollars and cents.
No. 016103 AICPA Members: $339.00
Modules to be Used with 
Accountant’s Trial Balance Version 3.0
ATB Financial Statements
This powerful report writer serves as a com­
bination word processor/spreadsheet to create 
statements on screen just as they appear when 
printed. Any change in an ATB balance is 
automatically reflected throughout your finan­
cial statements.
Produce any of these documents formatted to 
your specifications: • Balance Sheet • Income 
Statement (with changes in equity) • Statement 
of Cash Flows (direct and/or indirect method)
• Footnotes • Supplemental Statements
• Accountant’s Report • Table of Contents
• Cover Page
No. 016105 AICPA Members: $260
Save $120! Pay only $140 when you order this 
with ATB 3.0.
ATB Conversion
Instead of manually re-entering your client’s information into Accountant’s Trial Balance, you can 
transfer almost any data electronically from a number of general ledger and workpaper packages. ATB 
Conversion can import data from any of the ledger and workpaper and tax packages listed below. Or you 
can use a general ledger package that is not directly supported by ATB Conversion as long as the software 
can create an ASCII, Lotus or dBase file for a final conversion into Accountant’s Trial Balance:
•  ACCPAC • FAST! • One-Write Plus • ACE • FAST-CPA • Open Systems •  BPI •  Great Plains
• Platinum • Champion •  Macola • Real World • CYMA • MAS 90 • Solomon III.
And ATB Conversion can export to • CCH Computax • CLR/Fast Tax • Lacerte (GL Bridge).
No. 016112 AICPA Members: $296 Save $127! Pay only $169 when you order this with ATB 3.0.
System requirements for ATB and related modules
IBM PC, XT, AT, PS/2 and 100% IBM-compatible system • 640K RAM • One diskette drive and a hard drive • DOS 3.1 or higher •  Printer 
capability of at least 132 characters per line. Note: ATB 3.0 is required for all related modules.
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ATB Consolidations
This module makes combining data easy, even 
if it comes from different charts of accounts.
You can consolidate trial balances from up to 
nine individual companies into one ATB company 
trial balance. And that data can be consolidated 
so the number of companies that can be put 
together is virtually unlimited. ATB automati­
cally keeps track of all activities.
All regular features of ATB, such as analytical 
procedures, user-defined schedules, and period- 
end closes are available. Plus, consolidated 
financial statements may be prepared using the 
ATB Financial Statements module.
No. 016108 AICPA Members: $260
Save $120! Pay only $140 when you order this 
with ATB 3.0.
A D V E R T I S E M E N T
Each of the following upgrades is available to AICPA members for $95 and 
includes ATB 3.0.
ATB 3.0 only 
Financial Statements 
Consolidations 
Financial Statements & 
Consolidations
No. 016104 
No. 016107 
No. 016110
No. 016111
No. 016114Conversion
Financial Statements, Consolidations
& Conversion No. 016115
Financial Statements & Conversion No. 016116
Consolidations & Conversion No. 016118
Note: If you requested to be put on Standing Order for the upgrades, you will automatically receive them. You do not have to 
order now. For Standing Order information, call AICPA Customer Service at 212-575-6428/6429.
NEW! ATB Network Version
Now you can use Accountant’s Trial Balance 
3.0, Financial Statements, Consolidations, and 
Conversion on most popular local area networks. 
You can have multiple simultaneous users (up to 
the number provided in your site license, of 
course), with each user able to customize his or 
her own system and standards options. Pricing 
is very simple; there’s a network activation fee 
per file server for each software module, and
you must have a site license for the correspond­
ing module. (Note: Network version requires 
ATB 3.0; both ATB 3.0 and network versions 
available July 15, 1991.) For more information 
on ATB area networks and acquiring site 
licenses, call the AICPA Software Support at 
212-575-5412 or write AICPA Software Support, 
1211 Avenue of the Americas, New York, NY 
10036-8775.
ORDER FORM  FO R AICPA MEM BERS ONLY
How To Order
Call Toll Free: 1-800-334-6961 and ask for Operator 
CL0791. In New York State call: 1-800-248-0445
When ordering by phone, be prepared to give operator 
title, product number and your AICPA membership 
number.
Or complete the order form and return to:
AICPA Order Dept., P.O. Box 1003,
New York, NY 10108-1003.
CL0791
Name Member Number
Firm
Address
City
PAYMENT METHOD
□  Payment enclosed
□  Bill directly
State ZIP
□  MasterCard
□  VISA
Card Account Number Exp. Date
Signature Telephone
QTY TITLE PRODUCTNUMBER PRICE
Please use separate page for additional titles Subtotal
Shipping and Handling  
Sales Tax 
Net Total
Add 8¼% sales tax in New York City. Elsewhere in New York State 
add 4% tax plus local tax if applicable. In Washington, DC, add 6% 
tax, and in Vermont add 4% state tax.
SHIPPING & HANDLING FEES (Do not apply to foreign orders): 
Amount of Order: less than $10 $10.01-$25 $25.01-$50 $50.01-$150 Over $150 
Fee: $2.75 $4.35 $5.45 $6.55 4.5% of total
RETURN POLICY: You may return most products within six months 
provided they are still in print and in saleable condition. Please contact 
AICPA Customer Service at 212-575-6428/6429 before you return a 
product.
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World Congress Offers Unique Opportunity for U.S. Accountants
“The 1992 World Congress of Accountants will provide U.S. 
CPAs with a unique opportunity to meet and exchange pro­
fessional ideas with their counterparts from around the 
world,” said J. Michael Cook, general chairman of the 
congress and chairman and chief executive officer of 
Deloitte & Touche. The 14th World Congress of Accountants 
is scheduled for Oct. 11-14, 1992, in Washington, D.C.
Sponsored by the International Federation of Accountants 
(IFAC), the congress is designed to provide the world’s accoun­
tants in industry, government, education, and public practice 
the chance to share concerns, insights, and opportunities. “The 
Accountant’s Role in a Global Economy” is the theme for the 
congress, which will be the premier forum for accountants to 
discuss issues affecting the profession worldwide. More than 
3,500 CPAs are expected to attend from 105 IFAC member 
organizations from 78 countries.
The program will include four plenary sessions on the 
following topics:
■ “International Activities,” including the actions of IFAC 
and the International Accounting Standards Committee;
■ “Regional Market Trends and Their International Impact”
■ “Meeting Worldwide Capital Needs” and
■ “Internationalization of Financial Reporting Standards—A 
Challenge for the Profession”
Concurrent technical sessions are planned on such top­
ics as “Joint Ventures,” which will focus on the accounting, 
financial, and business issues involved in joint ventures 
among CPA firms, and the “Accountant’s Role in Business 
Performance,” which will focus on their contribution at the 
strategic level of management, particularly as it relates to 
doing business internationally. (In the coming months, The 
CPA Letter will report on speakers and other topics for con­
current sessions.)
For more information, write to: AICPA Meetings & 
Travel Division, 1211 Avenue of the Americas, New York, 
N.Y. 10036-8775, or call 212/575-6451.
The 1991 CPA and the Older Client Conference is for
those who want a comprehensive look at tax and retirement 
planning. Conference leaders will place a special emphasis 
on the issues affecting clients facing retirement. Dates and 
locations: July 15-16, Hyatt Regency, Cambridge, Mass., 
and Sept. 26-27, The Fairmont, San Francisco.
Registration: $495. Recommended CPE credit: 16 hours.
For information, write to: Sharon Free, conference market­
ing coordinator, CPE Division, AICPA, 1211 Avenue 
of the Americas, New York, N.Y. 10036-9775; or call 
800/242-7269, or 212/575-5696 in New York State.
The IRS Electronic Tax Filing National Conference and 
Exhibition is for electronic filers and those interested in
filing electronically. Dates and locations: July 16-17,
Hyatt Regency Crystal City, Washington, D.C.; Aug. 7-8, 
Bally’s Casino Resort, Las Vegas; Aug. 29-30, Hyatt 
Regency, New Orleans. CPE credits are available. For 
information, call the electronic filing coordinator at the 
nearest IRS district office.
The 1991 Accounting Educators Mini-Conference is
for accounting educators seeking the latest teaching tools 
and techniques. Workshops will focus on the use of the 
case method for large and small classes and on innovations 
involving electronics in the classroom. Dates and location: 
Nov. 1-2, Atlanta Hilton. Registration: $160. Recommended 
CPE credit: 14 hours.
N E W  P U B L I C A T I O N S
Accountants’ Business Manual (product number 029418) 
is a reference guide that provides up-to-date and reliable 
answers to various business questions that most often arise 
in dealings with clients or professional firms. It is updated 
twice annually. Those who order how will automatically 
receive the November 1991 supplement, which will include a 
new section on taxes designed for the 1991 tax season. Price: 
$172.50; $138 for members.
Automation of the Tax Practice of the 1990’s (061050) 
explores how computer systems are used currently by tax 
advisers and preparers and how they will be used in the 
future. Geared toward tax practitioners with a range of com­
puter experience, it is a guide to the ways that specific 
computer equipment can serve tax practitioners. Price: $5; $4 
for members.
Audits of Employee Benefit Plans, third edition, (012330) 
is an AICPA Audit and Accounting Guide that supersedes 
the 1983 and 1988 editions of the guide. The guide incorpo­
rates new accounting and financial reporting requirements
from the Financial Accounting Standards Board, new stan­
dards from the AICPA’s Auditing Standards Board, and new 
regulations from the U.S. Department of Labor. Price: $20; 
$16 for members.
Two new Audit Risk Alerts, Not-for-Profit Organiza­
tions—Industry Developments (022074) and State and 
Local Government Developments (022079), provide 
overviews of matters that might affect audits of financial 
statements of non-profit and governmental entities. The 
alerts include discussions of recent economic, industry, 
regulatory, and professional developments. Price: $3; $2.40 
for members.
To order products, write to: AICPA Order Department, 
CL0791, P.O. Box 1003, New York, N.Y. 10108-1003; send 
your order via fax, 212/575-6841; or call 800/334-6961, or 
800/248-0445 in New York State. Ask for Operator CL0791. 
The best times to call are 8:30 to 11:30 a.m. and 2:00 to 5:30 
p.m., Eastern Daylight Time. Prices do not include shipping 
and handling.
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 The AICPA Tax Division 
wants to clarify the proce­
dures for classifying workers 
as independent contractors or 
employees. As part of its research, the division is seeking 
anecdotes of IRS independent contractor/employee audit 
reclassifications and the consequences to the taxpayer. Please 
send all examples by July 31 to Lisa Winton, technical man­
ager, AICPA, 1455 Pennsylvania Ave., NW, Washington, 
D.C. 20004-1007.
The SEC has begun testing 
its Electronic Data Gathering, 
Analysis, and Retrieval 
(EDGAR) system. In the test, Forms 10-K and 8-K are 
being filed electronically. To order the Filer Manual or 
EDGARLink software, call the SEC at 800/638-8241 or, 
301/951-1350 in the Washington, D.C., area.
Under a recently enacted law, 
foreign individuals owning 
or acquiring a 10% or more 
voting interest in U.S. businesses must report certain infor­
mation, including annual financial and operating data, to the 
U.S. Department of Commerce. Failure to file can bring civil 
penalties of $2,500 to $25,000 under the Foreign Direct 
Investment and International Financial Data Improvements 
Act of 1990. For more information, write to: U.S. Depart­
ment of Commerce, Bureau of Economic Analysis, BE-50 
(IN), Washington, D.C. 20230, or call 202/523-0547.
The AICPA opposes certain 
sections of proposed accuracy- 
related and preparer-penalty 
regulations from the IRS. Testifying on the regulations, Harvey 
L. Coustan, chairman of the AICPA’s Civil Tax Penalties Task 
Force, said the Institute opposes the proposed one-in-three test, 
which would be used to determine if a tax position has a realis­
tic possibility of success. The AICPA has a special interest in 
the regulations because the underlying law is based on the Tax 
Division’s Statements on Responsibilities in Tax Practice and 
because the regulations would affect every return preparer.
For more information, send a self-addressed, stamped enve­
lope, including 52 cents in postage, to: Penalty Comments, 
AICPA Tax Division, 1455 Pennsylvania Ave., NW, Wash­
ington, D.C. 20004-1007.
The U.S. Office of Manage­
ment and Budget (OMB) 
has proposed revisions to 
Circular A-21, Cost Principles for Educational Institutions. 
The revisions would exclude certain specified costs from 
indirect cost reimbursements paid to colleges and univer­
sities receiving federal research grants. The following 
are some of the costs that would be disallowed: alcoholic 
beverages; personal use of organization-furnished auto­
mobiles; donations and contributions by an educational 
institution; membership in any social, dining, or country 
club; travel costs for institution trustees; and certain adver­
tising and public relations expenses. For more information, 
see the Federal Register, May 5.
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A News Report to Members
Board Approves Policy Opposing Discrimination Against Firms
The AICPA Board 
of Directors has 
adopted a statement 
emphasizing that all 
accounting firms with AICPA members should 
be considered for engagements and that no firm 
should be arbitrarily excluded from consideration 
soley because of size. Prepared by the Private 
Companies Practice Executive Committee on 
behalf of all small and medium-sized firms (see 
“A Message to All Local and Regional Firms,” 
page 4), the statement is directed to credit 
grantors, underwriters, federal regulatory agen­
cies, lawyers, bonding companies, and others 
who accept accounting services only from the 
six largest or “nationally recognized” firms.
“Such actions clearly discriminate against 
many accounting firms that are capable of pro­
viding quality services,” said AICPA President 
Philip B. Chenok. (The text of the statement 
appears on page 3.)
In other actions at its meeting on July 11- 
12, the board
■ Approved revisions to the member discount 
policy consistent with the fact that there will be 
no dues increase for the third consecutive year.
(See “Member Discount Policy Revised,” 
page 2.) The budget will be submitted to the 
governing Council for adoption in October.
■ Implemented several administrative
recommendations of the Governance and Struc­
ture Report, including a proposal to rename and 
restructure the Relations with State Societies 
Executive Committee as the AICPA/State Soci­
ety Coordinating Committee and a proposal to 
rename and restructure the Relations with Edu­
cators Division as the Division for Academic 
and Career Development. The board deferred 
until September a discussion of a proposal to 
permit affiliation of non-CPAs with voluntary 
membership sections.
■ Directed that a report be prepared on the ques­
tion of state legislative bans on commissions.
■ Requested an issues paper from the Profes­
sional Ethics Executive Committee on its policy 
of automatically deferring investigations of 
matters in litigation.
■ Asked the State Legislation Committee to 
evaluate requests from state CPA societies for 
financial assistance for legislative efforts and to 
make recommendations in individual cases.
■ Declined the request of the Puerto Rico 
Board of Accountancy for a Spanish language 
version of the Uniform CPA Examination to
be given in November. The issue will be studied 
further because voters in Puerto Rico recently 
made Spanish the official language there.
■ Heard a report from Jerome Solomon, presi­
dent of the National Association of State Boards 
of Accountancy, on NASBA’s activities.
Auditing Exposure Draft Addresses Interim Financial Data
The Auditing 
Standards Board has 
issued an exposure 
draft of a proposed statement on auditing stan­
dards (SAS), Review of or Performing Procedures 
on Interim Financial Information. If approved as 
a final statement, it would supersede SAS No. 36, 
Review of Interim Financial Information. The 
proposed statement provides guidance on what 
accountants need to know about the client’s 
internal control structure when they are engaged 
to review interim financial information and
have not audited the most recent annual financial 
statements. It also would revise the report on 
the review to add a statement of manage­
ment’s responsibility for the interim finan­
cial information.
Copies of the exposure draft will be mailed 
to all practice offices and other groups and indi­
viduals. To order a copy, write to: AICPA Order 
Department, P.O. Box 1003, New York, N.Y. 
10108-1003. Ask for product number 800004. The 
first five copies are free, and each additional copy 
costs $2.50. The comment deadline is Sept. 30.
Also endorses no dues 
increase for third 
straight year
Expands guidance and 
revises review report
AICPA
N E W S  B R I E F S
► Member Discount Policy Revised
In approving a break-even AICPA operating budget for fiscal 
1991-92 that calls for no dues increase for the third consecu­
tive year, the Board of Directors has authorized several 
changes in the member discount policy. Effective Oct. 1, 
members ordering publications totaling $100 or more 
(excluding CPE products and subscriptions) will receive a 
discount of 10%. Discounts for educators, booksellers, and 
those ordering more than 10 of a single product (except CPE 
products and subscriptions) remain unchanged.
► Features Added to Insurance Program
Effective Oct. 1, several new features will be available under 
the Group Insurance Plan and the CPA Plan.
The new features for the Group Insurance Plan, which is 
the life insurance program for public accounting firms affili­
ated with the AICPA, are
■ Coverage increased from $200,000 to $300,000;
■ Coverage effective immediately or after six months 
of employment;
■ Insurance valued at three times or two times the 
employee’s annual salary.
The new features for the CPA Plan, which is the life 
insurance program for individual AICPA members, are
■ Optional life insurance of $4,000 ($2,000 in Texas) for 
each dependent child under age 21 and for each child under 
age 25 who is a full-time student;
■ Automatic coverage of all dependent children, if you so 
choose, at an annual cost of $6 ($3 in Texas).
Any member who did not receive the recently mailed 
brochures that describe both plans or who wants more infor­
mation should write to: Rollins Burdick Hunter Co., 605 
Third Ave., New York, N.Y. 10158, or call 800/221-3019 
for questions regarding the Group Insurance Plan, and 
800/223-7473 for questions regarding the CPA Plan.
► FASB Revising Income Tax Statement
The Financial Accounting Standards Board has issued an 
exposure draft that would supersede Statement No. 96, 
Accounting for Income Taxes. The FASB is revising the state­
ment to reduce its complexity and to address concerns 
about the criteria for recognizing and measuring deferred 
tax assets. The exposure draft would allow certain deferred 
tax assets for deductible temporary differences and operating- 
loss and tax-credit carryforwards. If adopted, the proposal 
would be effective for fiscal years beginning after Dec. 15,
1992. As a result of the proposal, the FASB has proposed to 
delay the effective date of Statement No. 96 to fiscal years 
beginning after Dec. 15, 1992. The comment deadline on the 
exposure draft is Sept. 6. For a copy, write to: FASB Order 
Department, 401 Merritt 7, P.O. Box 5116, Norwalk, Conn. 
06856-5116.
► Alert: Sales Tax Eyed in Pennsylvania
Another state is considering a sales tax on accounting ser­
vices. The Pennsylvania legislature is planning a 6% tax on 
professional services including accounting. As of July 29, 
legislative leaders had agreed to a tentative budget and were 
awaiting approval from Gov. Robert P. Casey before taking 
a final vote in the General Assembly. Once the budget is 
approved, the legislature will prepare a tax package. A 
preliminary tax bill included a 6% tax on the services of 
accountants, lawyers, engineers, architects, and land survey­
ors, but not on health care professionals or real estate 
brokers. The Pennsylvania Institute of CPAs, which opposes 
the tax, is monitoring the issue closely.
Earlier this year, the Massachusetts legislature passed a 
5% tax on professional services, including accounting. After 
hard work by the Massachusetts Society of CPAs and others, 
the measure was repealed. Similar taxes are being considered 
in other states.
The AICPA Committee on State Legislation is follow­
ing the issue closely in each state. The staff of the AICPA 
State Legislation and Legislative Relations Division pro­
vides assistance to state societies opposing such measures.
► Proposal in South Carolina Would Bar 
CPAs from Estate, Tax Work
The South Carolina Bar Association has asked the state 
supreme court to adopt new rules that CPAs believe would 
prevent them from engaging in estate planning and other tax 
work except tax-retum preparation. The new rules would 
govern “the unauthorized practice of law” and would affect 
CPAs, banks, and insurance agents, among others. The 
court has agreed to hold a public hearing on the issue, but 
has not yet scheduled a hearing date. The AICPA and the 
South Carolina Association of CPAs will file a brief oppos­
ing the request.
In a similar case last year, the Florida Supreme Court 
rejected a proposal from the Florida Bar Association that 
CPAs be prohibited from engaging in pension activities (The 
CPA Letter, December). The AICPA and the Florida Institute 
of CPAs filed briefs in the case.
► Journal of Accountancy Wins Award
The Journal of Accountancy has received the First Award for 
General Excellence from the Society of National Association 
Publications. The award was for best writing, content, 
graphic design, and overall packaging. Competitors included 
the ABA Journal from the American Bar Association and 
Real Estate Today from the National Association of Realtors. 
The judges said the Journal covers a broad range of subjects 
in-depth and has consistent quality of graphics and editorial 
excellence throughout. This year, the Journal also won the 
General Excellence Award from Communications Concepts.
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A I C P A  P O L I C Y  S T A T E M E N T
Policy Statement on Discriminatory Practices in Selecting CPA Firms
The AICPA Board of Directors adopted the following res­
olution at its meeting on July 11-12:
The American Institute of Certified Public Accoun­
tants deplores all instances of credit grantors, underwriters, 
federal regulatory agencies and others requiring that firms 
from whom they will accept professional accounting 
services be limited to one of the “Big 6” or a “nationally 
recognized” firm. The AICPA believes that this practice 
is not in the the best interests of either the accounting pro­
fession or the public it serves.
All firms represented in the American Institute of 
CPAs — regardless of size — must participate in a 
rigorous practice monitoring program carried out by 
qualified CPAs from other firms. Among other things, 
those CPAs review a sample of the firm’s work and report 
on their findings in writing. These examinations are per­
formed on all AICPA members’ firms every three years. 
All certified public accountants in these firms must meet 
the same standards of competence for admission to the 
profession and licensure to practice, must obtain annually 
specified amounts of continuing professional education 
and must adhere to the same auditing and accounting 
rules adopted by the state boards of accountancy and other 
regulatory agencies.
Hence, members of the AICPA are specifically qual­
ified to meet the needs of those seeking professional 
accounting services, and the size of the firms in which 
they practice is not important unless, for example, the size 
of the engagement would require more personnel than a 
firm could provide. However, such a circumstance is a 
factor that should be determined in negotiations following
a request for proposal, not in an arbitrary policy decision 
limiting performance of the engagement exclusively to 
“Big 6” or “nationally recognized” firms. Exclusion of 
firms by use of such terms provides no assurance that 
management has appropriately discharged its responsibil­
ity to select an accounting firm that will offer quality 
services at a reasonable price.
The AICPA strongly recommends, therefore, that 
all administrative policies, legal instruments or other 
documents providing that only accounting services of a 
“Big 6” or “nationally recognized” firm are acceptable be 
modified to provide that the needed accounting services 
will be performed by “an accounting firm whose members 
are also members of the American Institute of CPAs and 
mutually acceptable to the parties.” This change will pro­
vide assurance that no firm is arbitrarily excluded on the 
basis of its size while affording clients the opportunity of 
broad selection among all firms competing in the market­
place and willing to comply with the AICPA membership 
guidelines and requirements.
For additional copies of the statement, write to: 
AICPA Division for CPA Firms, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775, or send your order 
via fax, 212/575-3846. The copies are free to members.
Members who want the policy brought to the atten­
tion of specific lenders or other users of the profession’s 
services who appear to be operating contrary to this 
policy should write to: Arthur J. Renner, vice-president — 
Division for CPA Firms, AICPA, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775.
House Banking Bill Would Expand Reporting Requirements
The House Banking Committee has amended a bank-reform 
bill calling for expanded financial reporting requirements for 
certain banks with assets over $150 million. The new 
requirements would affect bank accountants, auditors, and 
management, but would not necessarily apply to subsidiaries 
of bank holding companies. The amendments would affect 
federally insured depository institutions to 
varying degrees, depending on their size and the decisions 
of federal regulators implementing the requirements.
If approved, the bill would be effective for fiscal 
years beginning after Jan. 1 , 1993. However, passage is not
Have You Moved or Changed Jobs?
Reminder to members: It is important that all Institute 
records reflect your current membership status. Please notify 
AICPA Membership Records in writing about any change in 
your job classification or address. Send a notice of these 
changes to: AICPA Membership Records, 1211 Avenue of 
the Americas, New York, N.Y. 10036-8775. Job classifica­
tion and address changes cannot be made over the telephone.
More News on Page 11
definite because of controversy over expanded powers 
granted to banks under the bill.
For a copy of the amendments, send a 9-by-12-inch, 
self-addressed envelope with 75 cents in postage to AICPA, 
Banking Bill Amendments, 1455 Pennsylvania Ave., NW, 
Suite 400, Washington, D.C. 20004-1007.
Guides Available for Single Audits
The 1991 editions of guides for single audits are available 
from the U. S. Department of the Treasury for desk reviews 
and quality control reviews (QCR) of single audits per­
formed under Circular A-128, Audits of State and Local 
Governments, from the federal Office of Management and 
Budget. Useful to auditors as a reference when performing 
single audits, the guides are used by the staff to the offices 
of the inspectors general.
The guides are free. For copies, write to: U.S. Depart­
ment of the Treasury, Office of Inspector General, Room 
7210, ICC Building, 1201 Constitution Ave., NW, Washing­
ton, D.C. 20220, or send your order via fax to 202/535-4867. 
The order numbers are PCIE-06-056 for the desk review 
guide and PCIE-06-057 for the QCR guide.
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A Message to All Local and Regional Firms
The AICPA has recently taken steps to better meet the needs 
of all local and regional firms.
At its May meeting, the AICPA governing Council 
voted to restructure the PCPS Executive Committee and 
expand its responsibilities to coordinate service to all small 
and medium-sized firms (The CPA Letter, July). The newly 
named Private Companies Practice (PCP) Executive Com­
mittee is now the voice of and representative for all such 
firms.
The 24-member committee will include former mem­
bers of the Management of an Accounting Practice (MAP) 
Committee whose firms are not members of PCPS. In its 
work, the committee addresses professional, technical, and 
management interests of CPAs from firms that primarily 
serve private-company clients. These firms represent a signif­
icant part of the AICPA’s membership, numbering more than
100,000 CPAs in public practice. Although a number of 
accounting firms have thousands of employees, 97% of the 
approximately 45,000 CPA firms in the United States have 10 
or fewer professionals. To serve these firms, the PCP Execu­
tive Committee’s activities are augmented by the Technical 
Issues Committee (TIC) and the MAP Committee.
Past Success, Future Challenge
In many respects, the Council decision is an acknowl­
edgment that local and regional firms can best be served by 
a centralized, coordinated group that also serves the Private 
Companies Practice Section. Other AICPA member sections, 
such as the Tax, Management Advisory Services, and 
Personal Financial Planning divisions, have similar organi­
zations in that the executive committees conduct certain 
activities that benefit all Institute members.
“A large part of PCPS’ responsibility has always been 
to be the advocate for local and regional firms on technical 
and professional issues,” said Jerrell A. Atkinson, chairman 
of the PCP Executive Committee and managing partner of 
Atkinson & Co, CPAs, in Albuquerque, N.M. “We’re 
delighted with our expanded mission and the new coordina­
tion with the MAP Committee—and we’re ready to fulfill 
our mandate.”
The membership of the PCP Executive Committee 
includes CPAs from across the country who are from firms 
ranging in size from sole proprietorships to multi-office 
firms with more than 100 employees. All are outspoken sup­
porters of the strength, quality, and service of local and 
regional firms.
A Stronger Voice
Under the new structure, no firm has to join PCPS or 
change its affiliation with a practice monitoring program.
All firms, however, will benefit from the active advocacy 
activities of PCPS. For example, all local and regional firms 
will continue to:
■ Reap the rewards of the TIC’s activities to reduce stan­
dards overload. The TIC regularly meets with the Financial
Accounting Standards Board, the Auditing Standards Board, 
and other standard setters to ensure that the views of local 
firms are heard.
■ Benefit from PCPS ’ activities to fight discrimination 
against local and regional firms by bankers, lawyers, 
Washington agencies, investment banking firms, and bond­
ing companies. (See “Board Approves Policy Opposing 
Discrimination Against Firms,” page 1.)
In addition, local and regional firms will gain a louder 
voice, and one with more influence. As a result, they will 
receive increased support, programs, and coordination of 
AICPA activities.
PCPS Members: Still the Same
PCPS will continue as a separate voluntary membership 
section with more than 6,500 member firms and maintain its 
own dues structure (which is $25 per CPA, to a maximum of 
$500). Its programs will be administered by the PCP Execu­
tive Committee and the PCPS Peer Review Committee. The 
section’s focus—to lead the profession in programs to 
increase quality and profitability—will not change, nor will 
any other aspect of the section.
PCPS members also receive specific benefits for their 
dues, such as:
■ Regional practice management meetings;
■ Special marketing programs and materials;
■ Networking and CPE at the PCPS Annual Conference; 
and
■ A listing in the membership directory of the Division for 
CPA Firms.
Section members must also continue to meet certain 
standards, such as satisfying minimum CPE requirements for 
all professional staff and placing their peer review reports in 
a public file.
New Role, New Ideas
The PCP Executive Committee has already begun to 
focus efforts on finding the best ways to accomplish its 
broader mission. Atkinson said he plans to “expand our pro­
gram of monitoring AICPA activities to see that the interests 
of local firms receive careful consideration.” The committee 
will soon conduct a study of AICPA programs, products, and 
services to see which benefits to small firms can be increased 
or improved. As the 1991-92 fiscal year begins, more initia­
tives and programs are likely to emerge.
“But we always need guidance from members,” noted 
Atkinson. “Each of the 45,000 local practice units in the 
nation has a valuable stake in our activities. We urge mem­
bers to take full advantage of our influence.”
To inform the PCP Executive Committee of your  
thoughts, concerns, or suggestions, write to: Jerrell A.   
Atkinson, chairman, PCP Executive Committee, c/o  
American Institute of CPAs, 1211 Avenue of the Americas, 
New York, N.Y. 10036-8775. 
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AICPA 104th Annual Members Meeting 
San Francisco, October 27-30, 1991
PROFESSIONAL PROGRAM
(14 hours of CPE credit available) 
Monday, October 28
7:15 am -  8:00 am Continental Breakfast 
8:15 am -  8:30 am Welcome and Opening Remarks
Thomas W. Rimerman, CPA
1990-91 Chairman of the AICPA Board 
8:30 am -  10:00 am Members Meeting 
10:30 am -  12:00 noon Plenary Session A 
Economic Forces Shaping the ’90s 
Ezra Solomon
Dean Witter Professor of Finance Emeritus, 
Stanford University
12:15 pm -  1:00 pm Cash Reception for Members 
and Guests 
1:15 pm -  2:45 pm Joint Luncheon 
Luncheon Address—A View From Washington 
Sam Donaldson
ABC News Political Correspondent and Author
Concurrent Technical and Issues Sessions
Speakers include such recognized experts as Donald L. 
Neebes, Chairman, Auditing Standards Board; Ronald
S. Cohen, Chairman, Practice Group B Advisory 
Committee, Leonard Podolin, Chairman, Tax Division; 
Norman Strauss, Incoming Chairman, AcSEC; Edmund 
Jenkins, Chairman, Special Committee on Financial 
Reporting; Raymond W. Elliott, Chairman, Informa­
tion Technology Research Subcommittee; Raymond 
L. Dever, Chairman, Professional Ethics Executive 
Committee; Joseph H. Todd, Chairman, Independence- 
Behavioral Standards Subcommittee; Thomas M. 
Feeley, Chairman, State Legislation Committee;
Gerald W. Padwe, Chairman, Tax Policy and Planning 
Committee; Robert M. Brown, Chairman, Tax Simpli­
fication Committee; Robert L. Bunting, Chairman, 
Board of Examiners; and other members and staff 
involved with key professional issues.
3:00 pm -  5:30 pm Concurrent Sessions 
Technical Sessions
11. Audit Risk Alert—1991
Designed to help auditors plan for 1991 year-end 
audits.
12. International Opportunities
Provides information about opportunities in interna­
tional markets.
13. Strategic Management Accounting
Focuses on a new emphasis in managerial account­
ing: strategic issues and concerns.
Issues Sessions 
14. Tax Policy Issues on the Horizon
Focuses on controversial, important tax policy issues 
expected to be considered by Congress.
15. Auditor Independence—A New Approach?
Proposals for a major change in independence rules.
16. Uniformity—An Attainable Goal?
Focuses on uniformity in certification and licens­
ing; external pressures for uniformity; some major 
roadblocks; and potential alternatives.
Tuesday, October 29
7:30 am -  8:15 am Continental Breakfast 
8:30 am -  10:00 am Plenary Session B 
The IRS Vision of the Future—Tax 
Administration and Tax Issues
Fred T. Goldberg, Jr.
Commissioner of the Internal Revenue Service 
10:30 am -  12:00 noon Plenary Session C 
Our Financial System—What’s Ahead?
L. William Seidman
14th Chairman of the Federal Deposit Insurance 
Corporation (FDIC)
12:15 pm -  1:00 pm Cash Reception for Members
1:15 pm -  2:45 pm Members Luncheon
Luncheon Address
Gerald A. Polansky, CPA
1991-92 Chairman of the AICPA Board
3:00 pm -  5:30 pm Concurrent Sessions
Technical Sessions 
21. Practicing in a Challenging Economic 
Environment
Focuses on changes that need to be made by firms 
and managing partners to remain competitive and 
practice profitably in the 1990s.
22. Managing a Profitable Tax Practice
Focuses on all facets of managing a profitable tax 
practice, emphasizing that the key to a profitable 
tax practice is you.
23. Accounting and Auditing Update
Focuses on accounting and auditing pronounce­
ments issued since last year’s annual meeting and 
those expected to be issued through January 1992.
Issues Sessions 
24. Future of Financial Reporting
Considers whether conventional financial reporting 
produces satisfactory results and is still relevant in 
this new age of information.
25. Internal Control—Management Reports and 
Auditor Assurance—What’s It All About?
Reviews the latest developments involving reporting 
on control from both management’s and the audi­
tor’s perspective.
26. Commissions, Contingent Fees, and Value 
Billing—The Rights and Wrongs
Reviews AICPA rules on commissions and contin­
gent fees and discusses the value billing approaches 
now being used.
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Wednesday, October 30
8:00 am -  8:45 am Continental Breakfast 
9:00 am -  11:30 am Concurrent Sessions 
Technical Sessions
31. Practicing in a Challenging Economic 
Environment (Repeat o f Session 21)
32. Managing a Profitable Tax Practice
(Repeat o f Session 22)
33. Managing the Liability Crisis
Examines liability issues with a primary focus on 
practices that firms can employ to reduce their 
ultimate risk.
34. Information Technology—What Is the State 
of the Art?
Concentrates on the technological here-and-now, as 
well as what’s coming “down the pike,” and how 
these hardware and software products will affect 
operations.
Issues Sessions 
35. Future of Financial Reporting
(Repeat o f Session 24)
36. Illegal Acts—What Is the Auditor’s 
Responsibility?
Reviews the auditor’s existing responsibility under 
SAS No. 54 and highlights international develop­
ments involving illegal acts.
The Bridge to 
Your Future
AICPA 104th Annual
Members Meeting
San Francisco 
October 27-30,1991
SOCIAL EVENTS
Sunday, October 27
6:30 pm -  8:30 pm 
Opening Reception
Tuesday, October 29
7:00 pm -  8:00 pm 
Closing Reception 
8:00 pm -  11:00 pm 
Dinner/Dance
OPTIONAL TOURS
Saturday, October 26
9:00 am -  1:00 pm
01 Muir Woods/Sausalito @ $25.00 per person
02 San Francisco City Tour @ $20.00 per person
Sunday, October 27
9:00 am -  5:00 pm
03 Wine Country Tour @ $55.00 per person
9:00 am -  12:30 pm
04 San Francisco City Tour @ $20.00 per person
9:00 am -  5:00 pm
05 San Francisco City with Alcatraz Tour @ $30.00 per 
person
12:45 pm -  5:00 pm
06 Alcatraz/Pier 39 Tour @ $15.00 per person
OPTIONAL EVENT
Tuesday, October 29
7:30 am -  8:15 am
07 Prayer Breakfast @ $25.00 per person
SPOUSE TOURS
Monday, October 28
8:15 am -  11:45 am
S 41 Saks Continental Breakfast and Presentation
Saks will introduce the latest jewelry collection of one of 
its famous resident designers. Tour also includes voucher 
for a complimentary makeover.
9:00 am -  11:30 am 
S 42 Victorian Home Tour 
9:15 am -  11:15 am 
S 43 Chinatown Walking Tour
POST CONVENTION TOUR
Visiting Hong Kong—China 
October 30 -  November 8 ,  1991
The AICPA is sponsoring a post-conference tour to Hong 
Kong and China. The tour, custom-planned by Singapore 
Airlines and Interport—specialists in deluxe group travel to 
the Asia/Pacific region since 1973—will feature an optimum 
balance of scheduled activities and free time to maximize 
the enjoyment of your visit to Asia.
For further information contact:
Interport, Ltd., P.O. Box 338, Sunset Beach, CA 90742, 
(714) 673-3596.
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REGISTRATION INFORMATION
Registration fees are:
Full Participant Registration @ $500.00 includes:
All meeting sessions and materials, continental breakfasts, 
Joint and Members Luncheons, refreshment breaks, Open­
ing Reception and Tuesday Dinner/Dance.
Spouse or Guest Registration @ $300.00 includes:
Monday Spouse Tour, Joint Luncheon, Opening Recep­
tion, Tuesday Dinner/Dance and a Spouse Favor.
Monday Only Participant @ $175.00 includes:
All Monday meeting sessions and materials, continental 
breakfast, Joint Luncheon and refreshment breaks.
Tuesday Only Participant @ $175.00 includes:
All Tuesday meeting sessions and materials, continental 
breakfast, Members luncheon and refreshment breaks.
Wednesday Only Participant @ $50.00 includes:
All Wednesday meeting sessions and materials, continental 
breakfast and a refreshment break.
Optional events and tours are available at additional fees as 
listed on registration form. The Opening Reception and 
Tuesday Dinner/Dance are included in the full participant 
and full spouse/guest fees. However, for those who wish to 
attend these functions without purchasing these packages, 
tickets are also sold individually. These tickets will be sold 
in advance and on-site.
Please complete the registration form carefully, indicating 
your first and second choices for concurrent sessions and 
tours. Type or print all information carefully. Some sessions 
and tours have limited capacities and will be assigned on a 
first-come, first-served basis. If your first choice is not 
available, you will be assigned to your second choice.
Early registration is strongly recommended to provide you 
with the best selection of events. If you are registering a 
guest, please be sure to include your guest’s full name.
The advance registration cutoff date is October 11,
1991. All registrations received after this date will be 
processed on-site. All advance registrations will be 
acknowledged by a detailed confirmation.
Full payment must accompany registration (check payable 
to AICPA/ITS). Credit card payment will be accepted on 
registrations submitted by mail or facsimile. Hotel accom­
modations and other meals are not included. Neither the 
AICPA nor ITS is responsible for checks or letters lost or 
delayed in the mail.
Cancellation Policy: Cancellation requests must be made 
in writing to AICPA Annual Members Meeting/ITS Regis­
tration. Full refunds will be issued on cancellation requests 
received by October 4, 1991. Cancellation requests received 
after October 4th, but by October 18, 1991, will be issued
refunds less a $25.00 administrative fee per person. Due to 
financial obligations incurred by the AICPA, no refunds 
will be issued on cancellation requests received after 
October 18, 1991.
For further information, write or call:
Meetings and Travel Services Division 
AICPA
1211 Avenue of the Americas 
New York, NY 10036-8775 
(212) 575-6451
ITS
104 Wilmot Road 
P.O. Box 825
Deerfield, IL 60015-0825 
FAX: (708) 940-2386
SPECIAL EARLY BIRD 
REGISTRATION DRAWING!
All participants who register by August 15, 1991, will be 
eligible to win dinner for two at one of the Fairmont 
Hotel’s restaurants. Five prizes will be awarded.
Exclusive Airline Discount Offers Only 
For This Meeting
ITS, our officially appointed airline travel company, 
extends substantial discounts on air fares to San Francisco 
via Delta Air Lines and United Airlines. ITS can also pro­
vide low fares on other airlines according to their special 
tariffs.
Call TOLL FR EE-1-800-621-1083  
8:00 AM -  5:00 PM Central Time
Tell ITS reservations agent that you are attending the AICPA 
Annual Meeting.
Hotel Information
All sessions, luncheons and social events will be held at 
the Fairmont. Refer to the rate chart and make your reser­
vation at the hotel of your choice by October 5, 1991.
Hotel Rates Location/Type Price
Fairmont Hotel
Atop Nob Hill 
San Francisco, 
CA 94106 
(415) 772-5000
Main Building Interior 
Main Building Exterior 
Tower
$160.00 single 
$180.00 double 
$185.00 single 
$205.00 double 
$210.00 single 
$230.00 double
The Mark Hopkins
Inter-Continental 
Number One Nob Hill 
San Francisco, CA 94108 
(415) 392-3434
Run of House $164.00 single 
$184.00 double
Stouffer Stanford Court 
Hotel
Nob Hill
San Francisco, CA 94108 
(415) 989-3500
Standard Rooms 
Superior Rooms 
Deluxe Rooms
$160.00 single 
$180.00 double 
$185.00 single 
$205.00 double 
$210.00 single 
$230.00 double
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ITS USE ONLY
$
CH#
Wednesday, October 30, 9:00 am— 11:30 am
REGISTRATION FORM
AICPA 104th Annual Members Meeting
Send registration form and payment (check payable to 
AICPA/ITS) to:
AICPA Annual Members Meeting/ITS
104 Wilmot Road, P.O. Box 825, Deerfield, IL 60015-0825
Type or print carefully. Photocopy this form for additional regis­
trants. Advance Registration Deadline: ITS must receive by 
October 11, 1991.
Check where applicable:
□  AICPA Member □  Council Member
□  Non-Member Professional
□  Executive Director 
D  Committee
□  First Annual Meeting
□  Speaker
□  Award Winner
□  Press 
□  AICPA Staff
Registrant’s Last Name First Ml Nickname
Firm/Affiliation
Street Address
P.O. Box # Suite Telephone
City State Zip
SPOUSE OR GUEST INFORMATION
Spouse or Guest Last Name First Ml Nickname
Additional Guest Last Name First Ml Nickname
Home Address
City State Zip
Home Telephone
Refer to the schedule of events, and descriptions of concurrent 
sessions, before making your selections.
Concurrent Session Selections
(Select first and second choices per day.)
1st 2nd 
Choice
Monday, October 28, 3:00 pm— 5:30 pm 
□  □  M11 Audit Risk Alert—1991 
□  □  M12 International Opportunities for Clients 
□  □  M13 Strategic Management Accounting
□  □  M14
□  □  M15
□  □  M16
Tax Policy Issues on the Horizon 
Auditor Independence—A New Approach? 
Uniformity—An Attainable Goal?
Tuesday, October 29, 3:00 pm— 5:30 pm
Practicing in a Challenging Economic 
Environment
Managing a Profitable Tax Practice 
Accounting and Auditing Update 
Future of Financial Reporting 
Internal Control—Management Reports 
and Auditor Assurance—What’s It All About? 
Commissions, Contingent Fees, and Value 
Billing—The Rights and Wrongs
□ □ T21
□ □ T22
□ □ T23
□ □ T24
□ □ T25
□ □ T26
□ □ W31 Practicing in a Challenging Economic 
Environment
□ □ W32 Managing a Profitable Tax Practice
□ □ W33 Managing the Liability Crisis
□ □ W34 Information Technology— 
What is the State of the Art?
□ □ W35 Future of Financial Reporting
□ □ W36 Illegal Acts—What Is the Auditor’s Responsibility?
Spouse Tour Selection (Select first and second choice.)
Monday, October 28
□ □ S41 Saks Continental Breakfast/Presentation Tour
□ □ S42 Victorian Home Tour
□ □ S43 Chinatown Walking Tour
□ □ S44 Plenary Session A
Tuesday, October 29
□ □ S45 Plenary Session B
□ □ S46 Plenary Session C
REGISTRATION FEES 
FULL PARTICIPANT 
SPOUSE OR GUEST 
MONDAY ONLY 
PARTICIPANT 
TUESDAY ONLY 
PARTICIPANT 
WEDNESDAY ONLY 
PARTICIPANT
$500.00
$300.00
$175.00
$175.00
$ 50.00
Optional Tours and Events (not included in participant or 
spouse fees)
Saturday, October 26
01 Muir Woods/
Sausalito Tour __ @ $ 25.00 ____
02 San Francisco City Tour __ @ $ 20.00 ____
Sunday, October 27
03 Wine Country Tour __ @ $ 55.00 ____
04 San Francisco City Tour __ @ $ 20.00 ____
05 San Francisco City/
Alcatraz Tour __ @ $ 30.00 ____
06 Alcatraz/Pier 39 Tour __ @ $ 15.00 ____
Tuesday, October 29
07 Prayer Breakfast __ @ $ 25.00 ____
Partial Fees (The events below are included in full participant 
and spouse fees, but are also available on a partial basis.)
P8 Opening Reception ___@ $ 75.00 ________
P9 Tuesday Reception ___@ $ 75.00 ________
TOTAL AMOUNT DUE $______
METHOD OF PAYMENT 
Please check one:
□  Check #__________________________ (payable to AICPA/ITS)
for $____________is enclosed. Please write registrants’ names
on check.
□  A purchase order is attached. P.O . #_______________________
□  Charge to the following credit card:
□  MC □  VISA □  AMEX
(16 digits) (13 or 16 digits) (15 digits)
□  DISCOVER □  DINER’S CLUB
(16 digits) (14 digits)
Card Num ber
Signature (Credit card registrants only) Expiration Date
Please print cardholder’s name
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M E M B E R  S E R V I C E S
AICPA Announces Preferred Hotel, Car-Rental Rates for Members
To help members get the best possible rates when traveling, 
the AICPA is pleased to offer preferred rates at the following 
national hotel chains and car-rental companies. (Rates for
1992 will be published early next year.)
Embassy Suites Hotels — Call 800/EMBASSY (362- 
2779), identify yourself as an AICPA member, and give this 
number: 323131100. You will pay a preferred rate, signifi­
cantly lower than the corporate rate.
Guest Quarters Suite Hotels — Call 800/424-2901 and 
identify yourself as an AICPA member. You will receive at 
least a 20% discount off the published corporate rate.
Hertz — Call 800/654-2210 and give this number: 12353. 
Holiday Inn and Holiday Inn Crowne Plaza — Call
800/HOLIDAY (465-4329), identify yourself as an AICPA 
member, and give this identification number: 100208169. 
Ask for the Great Rates Program, which is subject to avail­
ability. When Great Rates rooms are not available, ask for 
the corporate rate.
National — Call 800/CAR-RENT (227-7368) and use this 
identification number: 6100848.
Other Hotels — The AICPA has also negotiated preferred 
rates at the individual hotels listed below (Table 1 and 
Table 2). To confirm these rates, please call the hotels 
directly at the numbers specified and identify yourself as an 
AICPA member. These rates will not be honored if you call 
the hotel chains’ central reservations numbers.
Table 1 (Rates effective through Dec. 31)
Hotel AICPA Rate Hotel AICPA Rate Hotel AICPA Rate
Atlanta
Hotel Nikko 125.00 S/D*
404/365-8100 
Ramada Renaissance 85.00 S/D 
404/762-7676 
Boston
Westin Copley Place 150.00 S 
617/262-9600 
Chicago
Hotel Sofitel (Airport) 110.00 S/D 
800/233-5959 
708/678-7500 
The Palmer House 115.00 S/D 
312/726-7500 
Dallas
Harvey Hotel DFW 89.00 S/D 
214/929-4500 
Loews Anatole 99.00 S/D
214/761-5639
Denver
Loews Giorgio 80.00 S/D
303/782-9300 
Houston
Sheraton Crown (Airport) 69.00 S/D 
800/444-2217 
713/442-5100 
Westin Galleria 95.00 S/D
713/960-6500 
(Use identification number 93105-6A) 
Los Angeles 
Los Angeles Airport 
Hilton & Towers 95.00 S/D 
213/410-4000 
Los Angeles Hilton & Towers 
— Downtown 129.00 S/D
213/629-4321 
New Orleans
Fairmont 99.00 S/D
504/529-7111
New York
Holiday Inn
Crowne Plaza 145.00 S/D
212/977-4000 
Orlando
Sheraton World Resort 69.00 S/D 
407/353-1100 
S t Louis
Ritz-Carlton 125.00 S/D
314/863-6300 
Stouffer Concourse 
Airport 85.00 S/D
314/429-1100 
San Francisco
Fairmont 145.00 S/D
800/527-4727 
415/772-5000 
Airport Hilton 110.00 S/D
415/589-0770 
Washington
Grand Hyatt Washington 135.00 S 
202/582-1234 160.00 D
* S denotes rate for a single room. 
D denotes rate for a double room. 
S/D denotes same rate for single 
and double rooms.
Table 2 (Effective dates vary as shown)
Hotel AICPA Rate Effective Dates Hotel AICPA Rate Effective Dates
New York Phoenix/Scottsdale
Embassy Suites 159.00 S/D Through Sept. 15
800/325-9033 169.00 S Sept. 16-Dec. 31
212/719-1600 179.00 D Through Dec. 31
Marriott Marquis 169.00 S/D Through Dec. 31
212/704-8700 130.00 S/D Select dates only
(Always ask for the “Marque of Excellence” rate) 
Orlando
Stouffer Orlando Resort 125.00 S/D Through Sept. 15
407/351-5555 140.00 S/D Sept. 16-Dec. 20
160.00 S/D Dec. 21-Dec. 31
Ritz-Carlton 85.00 S/D Through Aug. 31
602/468-8700 130.00 S/D Sept. 1-Dec. 31
Scottsdale Princess 65.00 S/D Through Sept. 20
602/585-4848 140.00 S/D Sept. 21-Dec. 31 
Washington, D.C.
The Capital Hilton 125.00 S/D Through Aug. 31
202/393-2767 135.00 S/D Sept. 1-Dec. 31
The Hay-Adams Hotel 125.00 S/D Through Aug. 31
800/424-5054 140.00 S/D Sept. 1-Dec. 31 
202/638-6600
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Directory of AICPA Services
The following is a list of the direct telephone numbers for frequently called AICPA services and activities. Note: To order publi­
cations, call the Order Department and not the division issuing them. Also, all accounting and auditing practice questions should 
be directed to the Technical Information Hotline. Calls placed to 800 numbers cannot be transferred.
AICPA, New York (main number) 212/575-6200
Fax number 212/575-3846
AICPA, Washington (main number) 202/737-6600
Fax number 202/638-4512
AICPA CPE course information
—outside New York State 800/242-7269
—within New York State 212/575-5696
AICPA CPE membership requirements 212/575-8708*
—Standards 212/575-6253
AICPA Political Action Committee 202/737-6600, x444
Accredited Personal Financial
Specialist Program 800/966-7379
General Accounting 212/575-6480
Accounting and Review Services 212/575-6401
Accounting Research Association 212/575-6481
Accounting Standards 212/575-6369
Audit & Accounting Guides 212/575-6399
Auditing Standards 212/575-3850
Benevolent Fund 212/575-6410
Car Rental—Hertz 800/654-2210
Car Rental—National 800/227-7368
Committee Appointments 212/575-6449
Computer Software Support 212/575-5412
CPA Client Bulletin 212/575-6277
CPA Client Tax Letter 212/575-6277
The CPA Letter 212/575-6274
Division for CPA Firms
—outside New York State 800/272-3476
—within New York State 212/575-6446
Educators, Relations With 212/575-6358
Examinations (The Uniform CPA Exam) 212/575-3873
Federal Government Affairs 202/737-6600
—Federal government (regulatory matters) x667
—Legislation (congressional matters) x444
General Counsel 212/575-6469
Industry Member Programs 212/575-3814
Information Technology 212/575-5715
Insurance Programs
Rollins Burdick Hunter Co.
—outside New York State 800/223-7473
— within New York State (call collect) 212/973-6200
Professional Liability Insurance 800/221-3023
International Relations 212/575-3695
Joint Trial Board 212/575-3852
Journal of Accountancy 212/575-7071
Library Services
—outside New York State 800/223-4155
— within New York State 800/522-5434
Management of an Accounting Practice 212/575-6441
Management Advisory Services 212/575-6290
Meetings and Travel 212/575-6451
Member Programs and Benefits 212/575-3641
Membership Admissions 212/575-6409
Membership Records 212/575-6421
Minority Recruitment and Equal
Opportunity 212/575-6295
National Automated Accounting and
Retrieval Services (NAARS) 212/575-3866
Order Department
—outside New York State 800/334-6961
—within New York State 800/248-0445
Credit and Collections 212/575-6459
Peer Review 212/575-6650
Personal Financial Planning 800/966-7379
The Practicing CPA 212/575-6278
Private Companies Practice Section 212/575-6359
Professional Ethics 212/575-6213
Public Relations and Communications 212/575-3877
Quality Review 212/575-5260
Retirement Programs
(MONY Financial Services) 800/666-9800
SEC Practice Section 212/575-6366
State Legislation
and Legislative Relations 202/737-6600, x742
State Society Relations 212/575-6464
Subscriptions and publications
Customer Service 212/575-6428
Taxation 202/737-6600, x752
The Tax Adviser 212/575-6314
Technical Information Hotline for
Accounting and Auditing Practices
—outside New York State 800/223-4158
—within New York State 800/522-5430
* For answers to questions about AICPA CPE requirements, members are urged to write to Mary Shannon, technical adviser, 
CPE Division, AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036-8775.
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Study of 1,900 CPAs Analyzes Public Accounting Practices
The AICPA has published the results of a study of the prac­
tice of CPAs in public accounting. Conducted in 1989 and
1990, the study, Practice Analysis of Certified Public 
Accountants in Public Accounting, summarizes the 
responses of more than 1,900 CPAs in public practice on 
the nature of the public accounting practice. CPA firms and 
practitioners will find the data useful for making decisions 
about staff training and development.
To order the publication, write to: AICPA Order Depart-
Ethics Division Activities for 1989-90
The following is a statistical report from the Professional 
Ethics Division of investigation activity for the years 
ended Dec. 31, 1989, and 1990. Since the AICPA and 
the state CPA societies participate in the Joint Ethics 
Enforcement Program, this report includes investiga­
tions conducted by state societies resulting in findings of 
ethics code violations. The increase in investigations 
opened is primarily attributable to referrals from federal 
government agencies and departments.
Activities 1990
Investigations open at start of period 
Active 262
Deferred -  Litigation 215
Total 4 77
Add: Investigations opened
during the period 437
914
Less: Investigations closed
during the period 344
Total 570
Investigations open at end of period 
Active 341
Deferred -  Litigation 229
Total 570
Disposition of Closed Cases 1990
Trial Board 49 
Letter of required corrective action 68
No violation 90 
Complaint dismissed — ethics
code does not apply 101 
Complied with action required
by ethics committee 10
No jurisdiction 8 
Investigation discontinued
(due to illness, etc.) 9 
Transfer/return
to state society for follow-up 5 
Automatic expulsion
or suspension under bylaws  4
Total 344
ment, CL0891, P.O. Box 1003, New York, N.Y. 10108-1003; 
or call 800/334-6961, or 800/248-0445 in New York State. 
Ask for product number 079300. Price: $37.50; $30 for 
members.
CPE Division Offers New Courses
The AICPA CPE Division is offering three new courses for 
CPAs working with nonprofits and governmental entities.
■ “Audit Requirements of OMB Circular A-133” focuses 
on new rules affecting audits of institutions of higher educa­
tion and other nonprofits.
■ “Introduction to Accounting Requirements for Govern­
ment Contracts” is for CPAs who do business with the 
government, for CPAs whose clients have government 
contracts, or for prospective governmental contractors.
■ “Governmental Performance Auditing” covers planning 
for and conducting performance audits and reporting on the 
results in this fast-growing practice area.
For more information, call your state CPA society or 
write to: Alan Coleman, AICPA— CPE, 1211 Avenue of the 
Americas, New York, New York 10036-8775.
P U B L I C  M E E T I N G S
The Accounting Standards Executive Committee (AcSEC) will meet 
on Aug. 6 -7  at the Radisson Hotel in Minneapolis. The committee will: 
Aug. 6 — Afternoon: Approve a comment letter on an exposure draft from 
the Financial Accounting Standards Board, Accounting for Income Taxes. 
Aug. 7— Morning: Approve an exposure draft, Accounting for Employee 
Stock Ownership Plans. Afternoon: Approve a final statement of position 
(SOP), Accounting for Foreclosed Assets.
Since the agenda may be revised before the meeting, please call 
Ruth Jackson at 212/575-6369 for more information.
The Auditing Standards Board will meet on Aug. 6 -7  at the AICPA in 
New York, beginning at 8:30 a.m. each day. The committee will:
■ Discuss a revised draft of the proposed Statement on Standards for 
Attestation Engagements (SSAE), Reporting on Management’s Report 
on the Effectiveness of an Entity’s Internal Control Structure Over 
Financial Reporting.
■ Discuss a revised draft of a proposed Statement on Auditing Standards 
(SAS), The Confirmation Process.
■ Discuss comment letters received on the proposed SAS, Reports on the 
Processing of Transactions by Service Organizations.
■ Discuss comment letters received on the proposed SAS, Letters to 
Underwriters in Conjunction With Filings Under the Securities Act of 
1933 and Letters Issued to a Requesting Party in Conjunction With Other 
Financing Transactions.
■ Receive an update on the activities of the Compliance Attestation 
Guidance Task Force.
For more information, call the Auditing Standards Division at 
212/575-3850.
The Board of Examiners will consider the following items when it meets 
on Sept. 19 at 3 p.m. at the Sheraton Hotel and Towers in Seattle: the 
implementation of the May 1994 Uniform CPA Examination changes in 
structure and format, and issues related to a plan not to disclose the 
questions and illustrative answers to the examination beginning in 1996.
The Professional Ethics Executive Committee will meet on Sept. 27 
at 9:30 a.m. at the Four Seasons-Clift Hotel in San Francisco. The 
committee will:
■ Consider adopting a proposed revision of Ethics Interpretations 101- 
1A.4 and 101-5 regarding loans to and from clients when independence 
is required (The CPA Letter, July);
■ Consider for exposure a proposed ruling under Rule 101 regarding joint 
ownership of a vacation home.
1989
176
172
348
335
348
206
477
262
215
477
1989
21
69
50
50
13
2
1
206
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With this 
on your 
wall you’ll 
get more
financial 
planning
business.
W a n t to increase your personal financial planning client base? Consider earning the 
Accredited Personal Financial Specialist (APFS) designation.
More and more, clients are looking for credentials as evidence of expertise, skill and experience. 
Other financial planners actively promote their credentials when they compete for clients—even 
your clients. Isn’t it time you did the same?
The APFS designation offers you:
• Prestige. The designation is exclusively for CPAs and backed by the AICPA. Because this 
designation represents high professional standards, you’ll be part of a distinguished group 
and recognized among the best personal financial planners.
• Visibility. A new, comprehensive public relations program was developed to increase the 
APFS designation’s visibility among consumers and the media. The Wall Street Journal, 
Fortune magazine and Kiplinger's Personal Finance Magazine (Changing Times) as well 
as regional newspapers have featured the APFS designation in financial planning articles.
• Marketing Support. The APFS designation is a valuable niche marketing tool, especially 
for small firms and sole practitioners. And to enhance your marketing efforts, the AICPA 
provides various promotional materials produced specifically for the CPA/APFS.
Earn the APFS designation. Build your practice.
The APFS designation is offered only to AICPA members. The next exam will be given nation­
wide on September 27 , 1991. Call us at 1-800-966-7379 for information and an exam application.
P e r s o n a l
F i n a n c i a l
P l a n n i n g
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M E E T I N G S  A N D  C O N F E R E N C E S
World Congress Sessions to Focus on International Expansion
Several of the concurrent technical sessions planned for the 
1992 World Congress of Accountants will focus on issues 
involving growth in the international arena. Scheduled for 
Oct. 11-14, 1992, in Washington, D.C., the World Congress 
will feature 14 concurrent technical sessions on such topics 
as “International Finance, Treasury Functions, and Raising 
of Funds,” and “Newly Industrialized and Developing Coun­
tries,” which will focus on efforts to implement international 
accounting standards.
Designed to provide worldwide accountants in public 
practice, industry, government, and education with the 
chance to share concerns, insights, and opportunities, the 
congress is sponsored by the International Federation of 
Accountants (IFAC) in cooperation with the AICPA, the 
Institute of Management Accountants, and the Institute 
of Internal Auditors. The theme of the congress is “The
Accountant’s Role in a Global Economy.” More than 3,500 
CPAs are expected to attend from 78 countries. For more 
information, write to: AICPA Meetings & Travel Division, 
1211 Avenue of the Americas, New York, N.Y. 10036-8775, 
or call 212/575-6451.
The 1991 Conference on Savings Institutions is for
practitioners, senior financial officers, and government 
officials who deal with accounting and auditing for 
savings institutions. Dates and location: Sept. 23-25, 
Grand Hyatt, Washington, D.C. Registration: $575. 
Recommended CPE credit: 20 hours. For information, 
write to: AICPA Meetings & Travel Division, 1211 
Avenue of the Americas, New York, N.Y. 10036-8775, 
or call 212/575-6451.
N E W  P U B L I C A T I O N S
The AICPA’s 1991 year-end tax planning materials are 
designed to assist CPAs in helping their clients get a head 
start on 1991 tax planning. Here’s what is available:
■ Smart Tax Moves for 1991 (product number 889527) is a 
two-color, eight-panel brochure outlining ways individuals 
can reduce their 1991 tax bills. Ideal for use as a promotional 
tool, it includes a summary of recent tax changes and a chart 
of 1991 tax rates. Price: $17 per 100.
■ A Winning Tax Plan (889512) is a presentation of 40 
color slides and a script for CPAs to deliver to general audi­
ences. Topics range from an overview of new tax laws to 
maximizing itemized deductions. When making this presen­
tation, you may want to use the brochure above as a handout. 
Price: $135 for the first set ($108 for members), and $65 for 
each additional set ($52 for members). Please note that no 
returns will be accepted.
■ Tax-Trimming Tips for 1991 (890665) is a 20- to 25- 
minute speech for CPAs to deliver to general audiences. The 
speech summarizes significant tax changes and explains 
basic tax-saving strategies. It comes with a guide to use when 
preparing for press interviews. Price: $4.
Improving Organizational Structure (055378) is a prac­
tice aid for small business consultants. Issued by the AICPA 
Management Advisory Services Division, it discusses 
organizational planning and design, development, task 
restructuring, and identifying problems. Included are a case 
study, an engagement letter, and a client report. Price:
$12.50; $10 for members.
Luca Pacioli: Unsung Hero of the Renaissance (029505) is 
a half-hour VHS videotape that chronicles the life and times 
of Pacioli, the father of modem accounting. Members may 
want to loan or give the tape to schools for a course on the 
history of accounting. The tape is distributed by the Pacioli 
Society, a foundation dedicated to broadening the perception 
of accounting. Price: $30; $24 for members.
The Division for CPA Firms has completed three loose-leaf 
manuals:
■ SEC Practice Section Reference Manual (018021).
Price: $62.50; $50 for members.
■ Private Companies Practice Section Reference Manual
(018082). Price: $62.50; $50 for members.
■ AICPA Division for CPA Firms Peer Review Manual
(017980). Price: $125; $100 for members.
The manuals replace the 1986 editions of the SEC 
Practice Section Manual, the Private Companies Practice 
Section Peer Review Manual, and the SECPS and PCPS 
loose-leaf Peer Review Manuals. The new manuals reflect 
current membership requirements and standards for perform­
ing and reporting on peer reviews. All firms in the Division 
for CPA Firms should have received a free copy of the 
appropriate manuals and will receive updates when they are 
available. Copies may be obtained through the Order Depart­
ment. Those ordering the manuals will receive updates 
automatically, but at an additional charge.
Exposure Draft 36, Cash Flow Statements (800002), from 
the International Accounting Standards Committee, would 
apply to the financial statements of all enterprises, including 
financial institutions, although the format of the cash flow 
statement of a financial institution may differ from that of 
other enterprises. If approved as a final statement, it would 
replace the present requirement in International Accounting 
Statement 7, Statement of Changes in Financial Position.
The comment deadline is Dec. 31. Price: $2.50.
To order AICPA products, write to: AICPA Order Depart­
ment, CL0891, P.O. Box 1003, New York, N.Y. 10108-1003; 
send your order via fax, 212/575-6841; or call 800/334-6961, 
or 800/248-0445 in New York State. Ask for Operator 
CL0891. The best times to call are 8:30 to 11:30 a.m. and 
2:00 to 5:30 p.m., Eastern Daylight Time. Prices do not 
include shipping and handling.
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W A S H I N G T O N  A T  A G L A N C E
The AICPA Tax Division, in 
conjunction with the state CPA 
societies, has developed a legis­
lative proposal designed to reinstate the use of fiscal years by 
partnerships, S corporations, and personal service corpora­
tions. Expected to be introduced soon, the proposal would 
ease the work load on CPAs at year-end. Such information as 
the bill number and names of sponsors will be reported when 
available. In the meantime, AICPA members who meet or 
speak with their U.S. senators or representatives should 
explain the importance of reinstating fiscal years for these 
entities and say that legislation will be forthcoming. For a 
copy of the proposal, write to: Fiscal Year Reform, AICPA 
Tax Division, 1455 Pennsylvania Ave., NW, Washington, 
D.C. 20004-1007.
The U.S. Department of the 
Treasury, the Federal Deposit 
Insurance Corp., and the Federal 
Reserve System are seeking 
comments on the definition and criteria for highly leveraged 
transactions (HLTs). Comments are requested regarding
■ Possible use of a cash flow criterion when defining HLTs;
■ Criteria for removing loans from HLT status;
■ Treatment of highly leveraged firms with investment- 
grade debt ratings;
■ Application of the HLT definition to parent companies 
and their subsidiaries; and
■ The level of flexibility and judgment that bank manage­
ments have under the HLT definition.
Comments are due by Aug. 26. For more information, 
see the Federal Register, July 10.
A final rule issued by the Farm 
Credit Administration includes 
language clarifying existing 
accounting and reporting requirements. The clarifications 
pertain to disclosures to shareholders by institutions in the 
Farm Credit System. For more information, see the Federal 
Register, June 27.
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Proposed IRS regulations allow­
ing employers to reimburse 
employees for commuting costs 
under certain conditions are a 
“step in the right direction,” the AICPA testified at an IRS 
hearing July 1. However, the Institute recommended 
amending the proposal to reduce the administrative and 
record-keeping burden. The proposed rules would permit a 
special valuation for employer-provided transportation fur­
nished solely because of unsafe conditions to an employee 
who would otherwise walk or use public transportation.
The Cost Accounting Standards 
Board (CASB) has proposed a 
uniform set of cost accounting 
standards and rules for certain 
federal government contractors and subcontractors. The 
proposal is intended to reconcile standards previously pro­
mulgated by other bodies, and does not amend or rescind 
any existing cost accounting standards. Comments are due 
by Aug. 26. For more information, see the Federal Register, 
June 12.
In a related action, the board requested comments on 
a plan to increase the dollar thresholds at which contracts 
would be covered by cost accounting standards. Comments 
are due by Aug. 23. For more information, see the Federal 
Register, June 24.
The Small Business Admin­
istration has clarified the require­
ments independent public 
accountants (IPAs) must follow regarding the valuation of 
loans and investments when performing audits of Small 
Business Investment Companies (SBICs) and Specialized 
Small Business Investment Companies (SSBICs). Among 
other things, the new rules say that the role of the IPA is to 
examine the valuation process and not to perform an actual 
valuation of particular portfolio loans and investments. No 
new obligations are imposed. For more information, see the 
Federal Register, July 5.
Second-class postage paid at New York, N.Y.
and at additional mailing offices.
The Bridge to 
Your Future
AICPA 104th Annual 
Members Meeting 
San Francisco 
October 27-30,1991
Proposal Would Ease 
Year-end Work Load
Comments Sought on 
Definition of Highly 
Leveraged Transactions
Farm Credit Accounting 
Rules Revised
AICPA Gives Qualified 
Support to IRS Plan on 
Employee Transportation
Recodification Proposed 
for Cost Accounting 
Standards
SBA Clarifies Auditor’s 
Role in SBIC Valuations
“The Measure of Excellence”
September 1991 
Vol. 71 No. 8
Highlights of 
What’s Inside
Pennsylvania Kills 
Plan to Tax
Accounting Services 2
Special Report:
AICPA Proposes 
Change to Ethics 
Rule to Expand 
Organizational 
Options for CPAs 3—4
AICPA Endorses 
Simplification Proposal 5
Three Exposure 
Drafts Address 
Insurance Issues 6
CPA Firms Are 
Hiring More Women 8
Volvo Chairman 
to Address
World Congress 9
Senate Amendment 
Would Expand Banks’ 
Reporting Requirements 10
Loan Splitting 
Proposal Withdrawn 10
The CPA Letter
A News Report to Members
Proposal incorporates 
recommendations from 
the AICPA and others
IRS Revises S Corporation One-CIass-of-Stock Rules
In proposing new 
regulations on the 
S corporation one- 
class-of-stock 
requirement, the IRS has returned to its long­
standing position that an S corporation has one 
class of stock unless deliberate actions are taken 
to circumvent the requirement. As originally 
proposed last year, the regulations jeopardized 
every S corporation election in existence at any 
time after 1982 (The CPA Letter, December).
A significant improvement over the original 
proposal, the revised rules incorporate many 
of the recommendations made by the AICPA 
and others.
Under the revised regulations, facts and cir-
cumstances determine the proper tax treatment 
of transactions, minimizing previous concerns 
about differences in the timing and amount of 
distributions. For example, the revised rules pro­
vide that a second class of stock will not result if 
the IRS recharacterizes a payment of excessive 
compensation as a distribution. In addition, the 
IRS made provisions for certain common situa­
tions, such as state requirements to withhold 
taxes from shareholders’ distributions.
The revised rules are generally effective for 
taxable years beginning on or after Jan. 1 , 1992, 
and they provide inadvertent termination relief. 
An IRS hearing on the rules is scheduled for 
Oct. 31. For more information, see the Federal 
Register, Aug. 13.
Bill Would Require Notification of Illegal Acts to SEC
Also would call for 
SEC study on compliance 
with Foreign Corrupt 
Practices Act
Reps. Ron Wyden 
(D-Ore.) and 
Edward J. Markey 
(D-Mass.) have 
introduced legisla­
tion that would expand auditors’ responsibilities 
in auditing public companies. Among other 
directives, the SEC would prescribe methods that 
the auditor would use to detect and report illegal 
activities to the issuer’s audit committee or board 
of directors. The board of directors would have 
one business day to inform the SEC and furnish 
the auditor with a copy of the notice. If the board 
fails to notify the SEC, the auditor would be 
required to resign from the engagement or fur­
nish the SEC with a copy of its report within one 
day of the company’s failure to notify the SEC.
The bill, H.R. 3159, the “Financial Fraud 
Detection and Disclosure Act,” also would 
require audits to be conducted “in accordance
with methods prescribed by the SEC” to 1) detect 
illegal acts; 2) identify related-party transactions; 
and 3) evaluate the company’s ability to continue 
as a going concern during the next fiscal year.
H.R. 3159 also mandates that the SEC 
conduct a study to determine the extent to which 
registrants comply with the internal control 
requirements of the Foreign Corrupt Practices 
Act. Included in the study would be a determina­
tion if compliance would be improved by a 
requirement for annual public reports by manage­
ment and a report by the public accountant on the 
adequacy of internal controls.
A safe harbor in the bill that would limit 
auditors’ liability for reporting illegal acts 
would end for fiscal years beginning on or after 
Jan. 1 , 1996.
The House Energy and Commerce Subcom­
mittee on Oversight and Investigations is expected 
to consider the bill this fall.
AICPA
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► Clarification
The article “Members to Vote on Rule Regarding Form of 
Practice” featured in the July 1991 issue of The CPA Letter 
contained an erroneous statement. The article stated: “If the 
new rule is adopted, Council resolutions would require 
that owners of any organization practicing public accounting 
be persons who hold themselves out to be CPAs or public 
accountants....” Since the Council resolution restricting 
ownership does not apply to proprietorships or partnerships, 
the sentence should have read, “If the new rule is adopted, 
Council resolutions would require that owners of any organi­
zation practicing public accounting, except proprietorships 
or partnerships, must be persons who hold themselves out to 
be CPAs or public accountants.” The CPA Letter regrets any 
confusion caused by the prior report.
► Pennsylvania Kills Plan 
to Tax Accounting Services
Hard work by the Pennsylvania Institute of CPAs (PICPA) 
and other professional organizations helped defeat a plan 
by the state General Assembly to institute a 6% sales tax on 
accounting and other professional services (The CPA Letter, 
August). A preliminary bill included a sales tax on the 
services of accountants, business consultants, lawyers, 
engineers, architects, and land surveyors. But the profes­
sional organizations formed a coalition to target key 
members of the legislature. The PICPA also enlisted the 
support of its 4,000-member Key Person Program, said 
Jon A. McKechnie, PICPA manager of government relations. 
The CPAs asked their representatives to eliminate the 6% tax 
on accounting services. The PICPA continues to work on the 
aspect of the state’s new tax bill that calls for a tax on com­
puter and computer-related services.
► Beta Alpha Psi Names 
Three Accountants of the Year
Thomas W. Rimerman, CPA, the chairman of the AICPA 
Board of Directors, was named accountant of the year in 
public accounting by Beta Alpha Psi, the honorary fraternity 
for students seeking a degree in accounting. The managing 
partner of Frank, Rimerman & Co., CPAs, in Menlo Park, 
Calif., Rimerman has distinguished himself among his peers 
for his national contributions to the accounting profession, 
the fraternity said.
Beta Alpha Psi also chose John K. Simmons, CPA, the 
KPMG Peat Marwick Professor of Accounting at the Univer­
sity of Florida and the 1991 AICPA Outstanding Accounting 
Educator, as accountant of the year in education, and Allen J. 
Krowe, CPA, senior vice-president and chief financial officer 
of Texaco Inc., as accountant of the year in industry. All three 
were chosen for their significant contributions to the frater­
nity and the profession.
► Illinois Bill to Allow PFP Exemption
Illinois Governor Jim Edgar is expected this month to sign 
into law a bill that exempts CPAs who practice financial plan­
ning from registration requirements under state securities law. 
Illinois would become the first state to adopt language recom­
mended by the AICPA Personal Financial Planning Executive 
Committee that clarifies the exemption.
House Bill 2405 provides an exemption for any CPA 
performing financial planning services that are incidental to 
the CPA’s practice or to any CPA who does not:
■ Exercise investment discretion over clients’ assets;
■ Maintain custody of the clients’ assets for investment;
■ Receive a commission, fee, or other payment contingent 
on the purchase or sale of a security by a client; and
■ Advise clients on the purchase or sale of securities except 
when such advice is based on tax considerations or an analy­
sis of financial statements.
► FOB Seeks McCloy Award Nominations
The Public Oversight Board (POB) is seeking nominations 
for the John J. McCloy Award. The award is given annually 
to an individual who has made a significant contribution to 
strengthening quality control and improving auditing in the 
United States. Nominees may include practitioners, educa­
tors, standard-setters, and regulators. Send nominations and 
a summary of the individual’s contributions by Oct. 31 to: 
POB, 540 Madison Ave., New York, N.Y. 10022.
► Revised Discount Policy Effective Oct 1
Effective Oct. 1, members ordering publications totaling 
$100 or more (excluding CPE products and subscriptions) 
will receive a 10% discount. Discounts for educators, book­
sellers, and those ordering more than 10 of a single product 
(except CPE products and subscriptions) remain unchanged. 
The policy was revised by the Board of Directors when 
it approved a break-even AICPA operating budget for 
fiscal 1991-92 that calls for no dues increase for the third 
consecutive year.
► APFS Exam Deadline Is Sept. 17
The exam for the Accredited Personal Financial Specialist 
designation will be given on Sept. 27, and applications must 
be received by Sept. 17. The exam will be hosted by state 
societies in 22 locations. The cities are: Atlanta; Bellevue, 
Wash.; Boston; Chicago; Dallas; Dublin, Ohio; Englewood, 
Colo.; Farmington Hills, Mich.; Houston; Kenner, La.; 
Lincoln, Neb.; Los Angeles (at the airport); Lutherville, Md.; 
Minneapolis; Nashville; New York (at AICPA headquarters); 
Philadelphia; Pittsburgh; Redwood City, Calif.; Roseland, 
N.J.; St. Louis; and Washington, D.C. (at AICPA offices). 
For an application, more information, or a deadline exten­
sion, call Phyllis Bernstein at 800/966-7379.
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AICPA Proposes Change 
to Ethics Rule to Expand 
Organizational Options for CPAs
In November, members will receive a mail ballot on proposed amendments to change 
two rules of the AICPA Code of Professional Conduct: Rule 505, Form of Organization and Name, 
and Rule 301, Confidential Client Information, and to make certain other changes in the bylaws. (See 
“Ballots Prepared on Three Other Proposals,” page 4.)
The proposed change to Rule 505 would provide members with more flexibility in 
choosing the form of practice that best meets their needs. Under the current rule, members are allowed 
to practice only in proprietorships, partnerships, or professional corporations (PC). The rule change 
would enable firms to practice in any organizational form permitted by state law, including general 
corporations and limited liability companies (LLCs).
Specifically, the proposed rule would state, “A member may practice public account­
ing only in a form of organization permitted by state law or regulation whose characteristics conform 
to resolutions of Council.”
  The Need for Change
Since the 1960s, when the current version of Rule 505 was 
adopted, the profession has changed significantly. CPAs 
have been called upon to provide more diverse services to 
clients operating in ever-expanding geographic areas. At 
the same time, court decisions have increasingly expanded 
the definition of accountants’ liability, making CPAs more 
susceptible than ever to litigation. Frequently, CPAs not 
involved in any wrongdoing are being held personally 
liable for the negligence of their partners.
The proposed change to Rule 505 is designed to help 
members run their practices efficiently and effectively in 
what is often a volatile economic, regulatory, and legal 
environment. Quite simply, the amendment to Rule 505 
would provide members with more choices—choices that 
may help to limit the personal liability of shareholders who 
have no involvement with a negligent act done in the name 
of a firm. The result would be a profession better equipped 
to meet current and future challenges and one that would 
be more attractive to those potentially new CPAs who 
would no longer have to face the possibility of losing their 
life savings for a career in public accounting.
 Flexibility: The Key to Survival
In recommending the proposed change to Rule 505, the 
AICPA’s governing Council wants to provide CPA firms 
with as much flexibility as possible in establishing and 
managing accounting practices. For some, such flexibility 
is fundamental to their survival.
As the litigious environment in which CPAs practice 
intensifies and as the needs of the marketplace change, a 
partnership arrangement may not always provide CPAs 
with the flexibility they need to operate economically and 
to meet future professional challenges.
Under partnership law, each partner is jointly and 
severally liable for debts, obligations, and wrongful acts 
committed in the course of the partnership’s business. 
Under a legal concept known as vicarious liability, a part­
ner’s personal assets are at risk regardless of the extent of 
his or her interest in the partnership or involvement in the 
matter in question.
In a corporation, on the other hand, a stockholder’s 
liability for a negligent act of the corporation or a fellow 
stockholder is limited to the innocent stockholder’s equity 
in the corporation. The innocent stockholder has no
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vicarious liability. Of course, a CPA can always be held 
liable for his or her own actions, and corporate structure 
does not alter this fact.
Although state laws permit CPAs to organize as PCs, 
CPAs who select this form of practice may also face an 
unreasonable amount of liability exposure. In some states, 
CPAs practicing in PCs face the same unlimited personal 
liability as those in partnerships. Additionally, CPAs in a 
PC may have extensive exposure to liability for their 
actions as supervisors or executives of the firm, as well as 
for all the contractual obligations of the PC.
CPAs who organize themselves as PCs also face 
nearly universal restrictions on interstate practice. Such 
restrictions adversely affect their ability to serve clients 
with operations in several states. Practicing in a general 
corporate form or in an LLC provides CPA owners with 
greater protection from vicarious liability than the PC 
form and would facilitate, rather than hinder, a firm’s abil­
ity to establish a multi-state practice.
 Commitment to Quality
Approving the change to Rule 505 would not in any way 
compromise members’ commitment to quality perfor­
mance or their responsibility to act in the public interest. 
Regardless of the organizational forms in which they 
practice, CPAs in public practice must still adhere to 
professional standards and meet Institute membership 
requirements, which include participating in a practice- 
monitoring program.
Even more to the point, amending Rule 505 would 
not change the fact that CPAs remain personally liable for 
their own negligent acts. Participating in any wrongful or 
negligent act puts at risk a CPA’s personal assets and his 
or her license to practice accountancy.
  What Your Vote Means
The proposed rule change is about limiting unwarranted 
vicarious liability for CPAs. It is not about eliminating a 
CPA’s liability for his or her own wrongful actions.
Adopting the proposed change means that CPAs 
would be afforded the same choices in organizing their 
businesses as their clients, including other professionals, 
such as doctors, lawyers, and engineers. Currently, no other 
professional association prohibits its members from prac­
ticing in an organizational form allowed by state law. 
AICPA members deserve the same right. Firms also could 
continue to practice as proprietorships, partnerships, or 
professional corporations.
Membership approval of the amendment to Rule 505 
would be a first step in the process of expanding the range 
of organizational options available to CPAs. The next step 
would be for the AICPA to work with state CPA societies 
to change local laws and regulations. The AICPA leader­
ship has already indicated its commitment to take this 
action. If members adopt the change in Rule 505, a legisla­
tive plan, including model language, will be provided to 
state societies.
In proposing the amendment to Rule 505, the 
AICPA does not seek to encourage one form of practice 
over another, nor does it seek to discourage legislative 
initiatives to reform the PC laws. Rather, the Institute is 
attempting to provide state CPA societies and individual 
firms with the flexibility to pursue the means they deem 
most suitable. The future of the profession depends on 
this flexibility.
Members can expect to receive their mail ballots on 
Rule 505 in mid-November. Ballots must be returned 
within 60 days of the date of mailing.
Ballots Prepared on 
Three Other Proposals
In addition to voting on a change proposed to Rule 505, 
Form of Organization and Name, AICPA members also 
will vote on three other proposals. The proposals are to:
1) Clarify the applicability of Rule 301, Confidential 
Client Information. If approved, the change would mean 
that members could disclose information to the AICPA 
Professional Ethics Division and to state boards of accoun­
tancy, or provide this information in connection with 
AICPA-approved practice-monitoring programs. But mem­
bers would not be allowed to voluntarily report offenses
of their clients to regulatory agencies, such as the IRS.
2) Eliminate the elected position of treasurer and give that 
title and responsibility to the chairman of the Finance 
Committee of the Board of Directors. Appointed by the 
board chairman with the board’s agreement, the Finance 
Committee chairman will be chosen from among the 
board members.
3) Eliminate the offices of elected vice-presidents who have 
one-year terms and increase the size of the board from 21 to 
23. Increasing the size of the board would mean all elected 
board members would serve staggered three-year terms.
Members will receive their ballots in November and 
will have 60 days from the date the ballot is mailed to vote 
on the proposed changes.
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AICPA Endorses Simplification Proposal, Opposes Measure on Partnerships
The AICPA has endorsed identical tax simplification propos­
als (The CPA Letter, July) introduced by House Ways and 
Means Committee Chairman Dan Rostenkowski (D-Ill.) 
and Senate Finance Committee Chairman Lloyd Bentsen 
(D-Texas). In testimony on July 23 before the Ways and 
Means Committee, the AICPA Tax Division said it approves 
of the bipartisan bills, H.R. 2777 and S. 1394, introduced on 
June 26. The division also testified on July 25 before the 
Select Revenue Measures Subcommittee in support of pen­
sion simplification legislation. In testimony on July 29 
before the same committee, the AICPA agreed that simplifi­
cation of large partnership reporting, assessment, and 
collection systems is needed. However, the division recom­
mended a higher threshold for the definition of a large 
partnership, and urged Congress to avoid retreating from the 
fundamental flow-through attributes of partnership taxation.
Representatives of the AICPA Tax Division testified 
before Congress recently on three other tax subjects. 
Highlights of their testimony follow:
■ During a July 31 hearing before the Senate Finance Com­
mittee, the AICPA suggested ways to eliminate ambiguities 
in a Senate bill, S. 612, that would allow deductible individ­
ual retirement accounts for millions of taxpayers. The 
AICPA also suggested ways to make the bill easier to 
administer. No position was taken on the policy question 
of whether IRAs are the most appropriate mechanism for 
encouraging savings and investment.
■ During testimony on July 16 before the Ways and Means 
Committee, the Tax Division said the complex U.S. tax 
system creates uncertainty and imposes compliance 
requirements that affect investment decisions and com­
petitiveness for U.S. companies operating here and abroad 
and for foreign companies operating here.
■ In written testimony submitted for the record of a House 
Small Business Committee hearing on July 30 regarding 
independent contractors, the AICPA suggested ways to 
resolve problems of misclassification and unreported income.
Bill Would Permit Write-Offs 
of Intangible Assets
Rep. Dan Rostenkowski (D-Ill.), chairman of the House 
Ways and Means Committee, has introduced a bill that 
would permit businesses to write off the value of certain 
purchased assets, such as customer or subscriber lists, bank 
core deposits, computer software, favorable lease and 
financing terms, and goodwill. The measure provides for 
amortization of such so-called “intangible” assets over 14 
years and would apply prospectively to property acquired 
after the bill becomes law. The Ways and Means Committee 
has scheduled hearings on October 2 on the bill, H.R. 3035. 
The AICPA supports the effort to simplify the amortization 
of intangibles, but has concerns about some provisions in 
the bill.
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Communications Division Steps Up Response to Media Issues
The AICPA Communications Division has developed a series 
of questions and proposed answers designed to highlight current 
and potential media concerns and illustrate how the AICPA 
might respond to specific media issues. Provided as a guide for 
state societies responding to media inquiries, the Q&A’s address 
current topics, such as the health of the profession, auditors’ 
responsibilities, financial reporting, and accountants’ liability.
The AICPA also has responded in recent weeks with let­
ters to the editor after two articles were published that 
criticized the profession. The letters and the Q&A’s are part 
of a new effort by the Communications Division to improve 
the timeliness of the Institute’s response when issues develop 
that affect the profession. Not only will the Institute respond 
when the profession is criticized, but it will also take a proac­
tive position to highlight the many positive accomplishments 
of the Institute and CPAs in general.
“In an effort to be more responsive and to reply in a timely 
manner, the AICPA is re-evaluating its whole posture with regard 
to media issues,” said Geoffrey L. Pickard, vice-president— 
communications. “When we see articles about the profession 
which require attention, we will respond within 48 hours. ”
The subject of one letter was an article published in The 
Wall Street Journal on July 24, “The CPA Jungle.” The arti­
cle focused on increased turmoil and stress experienced by 
CPAs. In comparing the accounting profession to a jungle, 
the reporter cited incivility, lawsuits and yelling matches
among partners. In a letter to the editor, which was recently 
published, AICPA President Philip B. Chenok said, “About 
the only thing the Journal article accomplished was to reveal 
that CPAs are human.” Chenok noted in particular that CPAs 
face a high degree of stress from unreasonable legal liability 
and from competition, mergers, and downsizing—all the 
pressures that affect most businesses and professions in a tur­
bulent economy. “The Journal might have discussed the 
continued growth of the profession, the willingness of CPAs 
to take on expanded responsibilities, and their commitment 
to high-quality performance,” Chenok said.
Two days later, The Washington Post ran an article about 
the competitiveness of U.S. companies that overstepped the 
bounds of good taste in reporting, said B.Z. Lee, AICPA 
deputy chairman—federal affairs. The article repeated an old 
joke that maligned the integrity and objectivity of accoun­
tants, Lee said. “The Washington Post’s attempt at humor has 
personally insulted me and hundreds of thousands of accoun­
tants and auditors in the United States,” Lee wrote. “I think 
that The Washington Post owes us all an apology.”
In addition to the new initiatives, the Communications 
Division is preparing a survey to determine how certain pri­
mary audiences— including legislators, regulators, and the 
media—view the profession. “With this benchmark data we 
can develop a comprehensive communications strategy to 
target our responses more effectively,” Pickard said.
A C C O U N T I N G  A N D  A U D I T I N G  N E W S
Three Exposure Drafts Address Insurance Industry Accounting Issues
Agents and Brokers—The AICPA Insurance Agents and 
Brokers Task Force has prepared an exposure draft of a pro­
posed Industry Accounting Guide, Insurance Agents 
and Brokers. Briefly, the proposal provides guidance on
■ When brokers should recognize revenue from commis­
sions, adjustments, installment and direct billing, multi-year 
policies, fees in lieu of commissions, and fees for service;
■ Expensing costs associated with placing and servicing 
coverage;
■ Posting fiduciary funds and premiums receivable as liabil­
ities in brokers’ balance sheets; and
■ Revenue and expense recognition practices by reinsurance 
intermediaries, managing general agents, and life insurance 
agents and brokers.
The comment deadline is Oct. 31. When ordering, ask 
for product number 800005.
Foreign Reinsurance—The AICPA Reinsurance Auditing 
and Accounting Task Force has prepared an exposure draft of 
a proposed Statement of Position (SOP), Accounting for 
Foreign Property and Liability Reinsurance. It amends the 
AICPA Audit and Accounting Guide, Audits of Property and 
Liability Insurance Companies.
The proposed SOP provides guidance on how U.S.
companies should account for property and liability reinsur­
ance assumed from foreign insurance companies. The 
periodic method should be used to account for foreign 
reinsurance premiums except when, because of local rev­
enue-recognition policies, the foreign ceding company 
cannot provide the information required to estimate the ulti­
mate premium and the appropriate periods of recognition in 
accordance with GAAP. In such circumstances, the open- 
year method should be used. Under like conditions, the 
periodic and open-year methods are not interchangeable. The 
zero-balances method should not be used. The comment 
deadline is Oct. 21. When ordering, ask for product number 
800009.
Risk Transfer in Reinsurance Contracts—The Reinsur­
ance Auditing and Accounting Task Force has issued an 
exposure draft of a Statement of Position (SOP), Guidance 
for Assessing Risk Transfer in Property and Liability Reinsur­
ance Contracts. The proposal concludes that a contract 
should be accounted for as providing reinsurance if the ceding 
company’s insurance risk (both underwriting and timing) has 
been transferred and identifies the conditions that must be 
met. The comment deadline is Nov. 5. When ordering, ask for 
product number 800013.
Proposed Statement Concerns 
Audits of Governmental Units
The AICPA Government Accounting and Auditing Commit­
tee has issued an exposure draft of a proposed statement of 
position (SOP), Audits of State and Local Governmental 
Entities Receiving Federal Financial Assistance. It would 
supersede chapter three, paragraphs 3.1-3.4, and chapters 
21-23 of the AICPA Audit and Accounting Guide, Audits 
of State and Local Governmental Units. The final SOP 
would reflect the guidance in SAS No. 63, Compliance 
Auditing Applicable to Governmental Entities and Other 
Recipients of Governmental Financial Assistance, and would 
incorporate SOP 89-6, Auditors’ Reports in Audits of State 
and Local Governmental Units, and SOP 90-9, The Auditor’s 
Consideration of the Internal Control Structure Used in 
Administering Federal Financial Assistance Programs 
Under the Single Audit Act.
Copies of the exposure draft will be sent to all practice 
offices and other groups and individuals. The comment dead­
line is Oct. 29. When ordering, ask for product number 800003.
Accounting Exposure Draft 
Affects Healthy Benefit Plans
The AICPA Employee Benefit Plans Committee has issued 
an exposure draft of a proposed statement of position, 
Accounting and Reporting by Health and Welfare Benefit 
Plans. The proposed statement would supersede chapter four 
of the AICPA Audit and Accounting Guide, Audits of 
Employee Benefit Plans.
Copies of the exposure draft will be sent to all practice 
offices and other groups and individuals. The comment 
deadline is Nov. 5. When ordering, ask for product number 
800012.
To order copies of the exposure drafts, write to: AICPA 
Order Department, P.O. Box 1003, New York, N.Y 10108- 
1003. The first five copies are free, and each additional 
copy costs $2.50, except for the foreign reinsurance expo­
sure draft, which is 50 cents for each additional copy.
Department of Education 
Appoints AICPA Member
Mitchell L. Laine, chairman of the Conference Planning 
Task Force of the AICPA Members in Government Commit­
tee, has been appointed deputy chief financial officer for the 
U.S. Department of Education. Previously, Laine was assis­
tant inspector general for the U.S. Department of Education.
Member Honored by 
Government Accountants
AICPA member Cornelius Tierney has received the 
Robert W. King Memorial Award from the Association of 
Government Accountants. It is the association’s highest 
award for service. The chairman of AGA’s Education and 
Research Foundation, Tierney revitalized the foundation.
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New Study of CPAs 
in Public Practice 
Completed
The 1991 practice analysis identifies 
the major tasks and activities that cpas 
carry out in accounting and auditing 
(a&a) , taxation, management advisory 
services (mas) ,  and personal financial 
planning (PFP) engagements, and de­
scribes the knowledge and skills cpas 
need to perform a&a  and taxation 
engagements. The results are based 
on information from panel discus­
sions with specially selected cpa s , 
survey responses from almost 2,000 
AICPA members in public practice, in- 
depth interviews with recently li­
censed cpa s , and diaries of cpas’ work 
activities. The 1991 practice analysis 
represents an up-to-date description 
of public accounting that supplements 
and extends the last practice analysis, 
completed in 1983 .
(continued on page 7)
Recruiting Update
Marketing Plan Will 
Enhance Careers 
Materials, Services
The AICPA recently contracted Tom 
Yaegel & Associates of Richboro, 
Pennsylvania, to develop a plan for 
recruiting the “best and brightest” 
students into the accounting profes­
sion.
The marketing plan will be based 
on the results of a report, sent this 
summer to the Administrators of Ac­
counting Programs Group, which 
surveys students’ perceptions of, and
(continued on page 3)
PLANNING FOR THE FUTURE
by Philip B. Chenok, CPA
The author is president o f the American Institute of Certified Public Accountants. Mr. Chenok wrote 
this article for the June 1991 issue of The Practicing CPA, an a icp a  publication for local firms. 
(Copyright 1991 by the a icp a ; used with permission.) The assumptions developed reflect a view of the 
future without consideration of actions the Institute might take to influence change. The article is 
presented here to stimulate reflection on directions accounting education might take in the face of 
developments in the profession.
Much as cpa  firms must plan in order to meet the needs of their clients, so must 
the aicpa engage in a strategic planning process if it is to meet the future needs 
of its members. The end result of the Institute’s planning efforts can be utilized
by firms to help them work within 
the future environment.
The Institute has been involved in 
such an exercise for several years 
now. This is an ongoing process, 
directed principally to providing the 
Institute with a mechanism to antici­
pate rather than react to change. It 
enables the aicpa  to develop a game 
plan to achieve its objectives and its 
overall mission. To develop this 
game plan, however, it is first neces­
sary to develop some broad assump­
tions about the future. Many ele­
ments will affect cpas in the years 
ahead. These include demographic 
changes in the population, changes 
in the national and world econo­
mies, changes in the structure of 
capital markets, and technological 
developments. Another important 
element will be changes in the types 
of activities with which members are 
involved.
The development of the Institute’s 
strategic planning assumptions 
about the future is a challenging 
(continued on page 2)
Education Division 
Broadens Focus
In its report to the Board of Directors of 
the American Institute of Certified Public 
Accountants, the Special Committee on 
Governance and Structure recommend­
ed that the Relations with Educators 
Division broaden its programmatic focus 
to include all activities related to “devel­
oping highly qualified individuals, at­
tracting them into the profession, and 
retaining them after they enter.” 
Accordingly, at its July 1991 meeting, the 
Board directed that the Division be 
restructured as the Academic and Ca­
reer Development Division.
The Education Executive Committee 
will become the Academic and Career 
Development Executive Committee, and 
the restructuring will include relocation 
of the Upward Mobility of Women Com­
mittee to the new Division.
Many changes are in progress; we’ll 
keep you informed of developments. □
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task. The Institute considers input from a variety of sources. 
The starting point is a review of the assumptions developed 
in earlier planning cycles. In addition, it includes the 
thinking of futurists, a host of economic and demographic 
data provided by government and others, and reports of 
relevant a ic pa  committees.
As mentioned previously, the assumptions resulting from 
this process are the first step in developing a plan to enable 
the a icpa  to serve its members. I believe, however, that they 
can also form the basis of discussions that could help cpa  
firms prepare for the pitfalls and opportunities that will 
surface in the years ahead. Although there obviously would 
be some overlap, for convenience these assumptions have 
been grouped in the following major areas.
GLOBALIZATION
The forecast is for a tremendous increase in the amount of 
international trading and the development of several eco­
nomic blocs. Eastern Europe and even the Soviet Union 
should continue moving 
toward free market econo­
mies, and the scope of 
international investments 
should grow substantially.
In the future, even small 
businesses will operate in 
a global marketplace.
As a consequence of this 
trend, a growing num ber 
of c pa  firms will have clients who are involved in interna­
tional operations. This means that cpas will have to expand 
their expertise to cover the international arena, and will 
need to be aware of issues and developments overseas that 
affect their clients. The globalization of capital markets will 
intensify the desire for harmonized accounting and auditing 
standards throughout the world, cpas and their counter­
parts in other countries will increasingly demand reciproci­
ty. All told, there will be dramatic changes in the way busi­
ness is transacted, and a widespread expansion of trade be­
yond the borders of this country.
TECHNOLOGY
Today, information-based services account for a substantial 
portion of the U.S. economy. Constant development of 
computer, information, and communication technology has 
already had a significant impact on the operation of cpa  
firms. Much more information is readily accessible now 
than just a few years ago, and the capability to process it 
can be obtained at substantially reduced cost.
The next major development affecting c pa  firms will be 
expert and artificial-intelligence computer systems that can 
be used to provide clients with timely, accurate solutions to 
many of their problems. The purchase and use of such 
systems will have a significant effect on capital and person­
nel requirements, as well as on the nature of work under­
Future (continued from front page) taken by accountants. Many c pa  firms will face increased 
need for capital to invest in these systems and in the 
training necessary for their use. As an alternative to heavy 
capital investment, some firms will likely choose to special­
ize and practice in narrow areas, depending on their size, 
and on the backgrounds, training, and inclinations of their 
personnel. Professional networking among firms will 
probably increase.
Technological changes also hold organizational and 
personnel implications. As the need expands for more 
experienced personnel and declines for lower-level staff 
members, we are seeing a move away from the pyramid- 
shaped organization, typical of most accounting firms. 
Moreover, the need for people with specialized technical 
skills will create greater opportunities for non-CPAs to 
become associated with accounting firms. In the future, a 
higher percentage of the total work force at cpa firms will 
be in long-term career positions. These developments mean 
that major changes in the education process will be neces­
sary to adequately prepare accountants for entry into the 
profession.
Future technology will 
have an impact on all 
areas of a c pa ’s practice, 
and particularly on how, 
when, and where attest 
engagements are per­
formed. Auditors will be 
able to test more exten­
sively, apply analytical 
procedures more effective­
ly, and take advantage of expert systems. The new technolo­
gy will also open up opportunities for you to provide 
training programs to your clients. But as the scope of 
services further expands beyond the accounting and 
auditing areas, so will competition intensify.
COMPETITION
The development of new services outside traditional areas 
is bringing c pa  firms into competition with non-CPA organi­
zations as well as with each other. Couple this with an 
already competitive environment for traditional services and 
it is apparent that c pa  firm profitability will continue to be 
under pressure. As a consequence, one likely event is an 
acceleration in the trend toward firms charging for some 
services on a basis other than time expended.
Mergers of cpa  firms will also continue unabated. (Associ­
ations between c pa  firms and non-CPA firms providing 
overlapping services is another possibility.) Intense competi­
tion, like technological changes, will accelerate specializa­
tion and further the trend to diversity in the sizes and types 
of practice units. On the one hand, for example, firms will 
develop or acquire specialist groups for separate functions 
within their existing structures. On the other hand, there 
will be an increasing number of start-up, specialty, and 
niche firms as the market for c pa  services continues
(continued on page 6)
In the fu ture , even sm all 
businesses will operate in 
a global marketplace.
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AICPA Awards 
Doctoral Fellowships
The AICPA recently awarded fellow­
ships to 15 doctoral students selected 
from among 61 applicants.
The program is designed to encour­
age qualified persons to enter into 
and complete doctoral study in ac­
counting and to become accounting 
educators. The aicpa  Doctoral Fellow­
ships Program, now in its seventh 
year, provides grants of $5,000 each to 
students who show outstanding po­
tential. The grants are renewable for 
an additional two years.
The 1991 aicpa  Doctoral Fellows are:
Jane D illard Berry, CPA; University of 
Alabama
Scott J. Boylan, CPA; Ohio State Uni­
versity
Kenneth A. Coy, CPA; Penn State Uni­
versity
Mark C. Dawkins, CPA; Florida State 
University 
Elizabeth M. Dreike, CPA; Arizona 
State University 
Melanie A. Gifford, CPA; University of 
Georgia
Kim Gladden, CPA; Oklahoma State 
University
Scholars of the Future Jacqueline S. Hammersley, cpa ;
Univ. of Illinois, Urbana-Champaign 
Suzanne L. Hawks, cpa , University of 
Miami
B. Charlene H enderson, CPA; Arizona 
State University 
Daryl Deen Kemsley, CPA; University 
of North Carolina 
Laura A. Pollard, cpa ; Indiana Univer­
sity
Ronald A . Stunda, cpa ; Florida State 
University 
Michael Willenborg, CPA; Pennsylva­
nia State University 
Sherri L. Williams, CPA; University of 
Pittsburgh
In addition, continued funding was 
provided for 27 students awarded 
grants in the past two years who re­
quested such renewal.
Candidates for AICPA Doctoral Fel­
lowships must possess the cpa  certifi­
cate at the time of application. In 
addition, applicants are screened on 
the basis of past and present academic 
performance and professional account­
ing experience.
More information about the pro­
gram and applications for next year’s 
awards, which will be made in the 
Spring of 1992, may be obtained from 
the Academic and Career Develop­
ment Division, aicpa , 1211 Avenue of 
the Americas, New York, NY 10036. ■
interest in, the accounting profession. 
The study, conducted for the aicpa  by 
the Gallup Organization, involved tele­
phone interviews of high school and 
college students nationwide.
The ensuing report, Accounting 
Recruiting Research: Survey o f  High 
School and College Students, revealed 
a number of interesting observations 
by students about the accounting 
profession and how and when college 
and career decisions are made. Among 
these findings are:
• Nearly half of the high school stu­
dents (42%) and about one in 
four of the college students said 
that they are either very or fairly 
interested in an accounting ca­
reer; however, high achievers in 
high school expressed less interest 
than lower achievers.
• When asked to rate six professions 
(accounting, engineering, financial 
planning, law, medicine, and 
teaching) on a scale of 1 to 10, 
students rated accounting the 
lowest. The mean rating was 
slightly better than average (5.73 
for high school; 5.97 for college).
Other findings in the study include: 
the majority of high school and col­
lege respondents said that they made 
their decision to go to college prior to 
high school; parents were cited as 
being very influential in the 
college/career decision-making pro­
cess, while guidance counselors were 
found to be not as helpful; and a fifth 
year of college would not affect high 
school or college students’ career 
choices. (This is significant given the 
current effort to implement the 150- 
hour education requirement.)
A first draft of the recruitment plan, 
which will comprise a profession-wide 
effort involving the Institute, state 
societies, cpa  firms, and academe, is 
expected to be finished in time for 
exposure at the AICPA/State Society Ac­
counting Careers Conference in Nash­
ville, September 25 and 26. For more 
information, contact John Daidone at 
(212) 575-6357. ■
Careers (continued from front page)
Look for a special EDUCATION SECTION
in the October JOURNAL OF ACCOUNTANCY!
Gary Previts
 OCTOBER 1991
Journal of
ACCOUNTANCY John Simmons
Rick Elam
THE CPA PRACTITIONER’S 
STAKE IN EDUCATION Scott Rhine
William Shenkir 
Dennis Riegel 
John Meinert 
Ivan Bull 
Jane Burns
What can industry and accounting 
firms expect from the accounting 
educational process? This special 
section will cover the major issues 
from the view of the CPA 
practitioner: the 150-hour 
requirement, the latest analysis of 
practice, the restructured CPA 
exam, the transition to academia, 
the need for graduates with 
international savvy, recruiting, new 
AACSB accreditation standards, a 
profile of tomorrow’s graduate, 
schools of accounting and ethics 
and the curriculum.
Walter O’Connor 
Michael Diamond 
Robert Sack 
Brenda Birkett 
Bill Glezen
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From the Institute for Academic Technology Awards Announced
Putting Technology in Its Place: 
The Classroom
by Kathryn L. Conway
The traditional classroom is by nature a mass medium, or at least a small-group 
medium. Introducing information technology into this environment is 
challenging in many ways. For example, the origin of the microcomputer as a 
personal computer has made its integration into the classroom awkward. This 
situation has been compounded by the different technical means used to create 
images on a computer monitor and those used by a video projection system to 
display an image to a larger group.
Many schools have set up microcomputer labs—facilities where students go to 
use the computer for their own work independently or to access self-instruction­
al courseware or programs. This approach places microcomputers in the hands 
of the students, 
but without the 
presence of the 
instructor in a 
“live, real-time 
mode” to facili­
tate the instruc­
tional process 
and moderate it 
for the varied 
learning styles 
typically rep ­
resented in a 
c lass . W hile
there is an important role for student microcomputing labs, they still don’t 
address the challenge of placing the advantages of computing technology in the 
classroom itself.
On the other hand, when we look at the possibility of including video 
communications in the classroom, we find a different set of problems. Video has 
appeared most frequently in classrooms in the form of pre-produced instruction­
al materials or as broadcast programs. In these situations, the instructor can be 
present as video materials are viewed, and, in some cases, can stop to review the 
a specific point in program. There is no opportunity, however, for interaction 
with the program itself or the presenter of the information.
The Instructional Technologies unit of the Office of Information Technology 
at the University of North Carolina-Chapel Hill (UNC-CH) has developed a series 
of special classroom designs over the years that provide the major modes for 
using technology interactively in the classroom. These classrooms are the Master 
Classroom, Computer Classroom, and Teleclassroom. Each of these classroom 
designs is an attempt to create a teaching/learning environment organized 
around specific information and communications capabilities that offer 
specialized instructional possibilities while providing flexibility to the instructor.
Each of these setups begins with the classroom itself as a foundation, rather 
than, say, the model of a microcomputing lab or television studio. In this model 
particular, the goal of classroom design is to provide a very flexible environment 
integrating the means to access and present information in a variety of ways, 
with maximum flexibility for interaction between and among teacher, student 
and information. To achieve these qualities, these facilities must combine various 
computing, visualization, networking and human factors.    (continued on back page)
. . .the goa l o f classroom design is 
to provide a  very flexible  
environment integrating the means 
to access an d  presen t information 
in a  variety o f ways. . . .
1991 John L. Carey 
Scholarships
The a icpa  awarded John L. Carey Schol­
arships totaling $12,000 to Joseph E. 
Jackson, Kimberly Ann Ondreck and 
Joli Robinson. The scholarships are 
awarded annually to outstanding liber­
al arts graduates of Yale University and 
the Universities of Georgia and Illinois 
who enter a master’s degree program 
in accounting and work toward a ca­
reer in professional accounting.
Joseph  Jackson  earned a BA. in 
History from Yale University in May 
and will enter New York University’s 
Stern School of Business M.S. in Ac­
counting Program in June. Kim On­
d reck  graduated in May from Yale 
University with a BA. in Economics 
and Mathematics and will also enter 
NYU’s M.S. in Accounting program in 
June. The NYU M.S. program in ac­
counting allows students to alternate 
full-time study with full-time employ­
ment/part-time study during its 18- 
month duration. Both Mr. Jackson and 
Ms. Ondreck will be employed by 
Deloitte & Touche while enrolled in 
the master’s program. Jo li Robinson 
completed her junior year at the Uni­
versity of Illinois at Urbana-Cham- 
paign this May, where she is majoring 
in Speech Communication. Ms. Robin­
son will enter an accelerated one-and- 
a-half year Master of Accounting Sci­
ence program at Illinois next year.
John L. Carey was chief of staff of the 
American Institute of cpas for over 
thirty years. The scholarship fund was 
created by contributions from mem­
bers of the accounting profession to 
honor him upon his retirement from 
the a icpa  in 1969. A graduate of Yale 
University, Mr. Carey was a Visiting 
Professor at the University of Illinois at 
Urbana-Champaign and the University 
of Georgia after his retirement. Pro­
gram information and application 
forms are available from the American 
Institute of c pa s , Academic and Career 
Development, 1211 Avenue of the 
Americas, New York, NY 10036. □
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AICPA Academic and Career Development Division
announces
The 1991
ACCOUNTING EDUCATORS 
MINI-CONFERENCE 
November 1-2, 1991 
Atlanta Hilton
in cooperation with and hosted by the 
School of Accountancy, Georgia State University
INNOVATIONS IN ACCOUNTING PEDAGOGY
W O RK SH O P SESSIONS:
How to Teach the Case Method 
Ken Middaugh, Wake Forest Univ.
Electronic Classrooms 
o f  the Future
Robert Jensen, Trinity Univ. 
Using Cases in  Large Groups 
Ken Middaugh, Wake Forest Univ.
CONCURRENT CASE PRESENTATIONS:
Ethics
Joanne Rockness, N. C. State Univ.
International
Walter O’Connor, Fordham Univ.
Financial Accounting
Richard Brownlee, Univ. o f  Virginia
PLUS: Announcement of a new Practi­
tioner/Professor Case Development 
Program and a Mini-Exhibit featuring 
video, computer interactive, and oth­
er new and innovative pedagogical 
tools. Registrants will receive copies 
of all cases used in the presentations.
Registration Fee: $160 
Recommended CPE: 14  hrs.
Fee includes all sessions, conference materials, two continental 
breakfasts, tw o luncheons, refreshm ent breaks, and one recep­
tion. Hotel accom m odations and o th e r meals are not included.
Full paym ent m ust accom pany your registration. A confirm ation 
letter will be sen t to  you u p o n  receipt o f your registration form 
and payment. P le a s e  u s e  th e  fo r m  a t  rig h t a n d  b e  s u r e  to  
re g is t e r  e a r ly , a s  th is  c o n fe r e n c e  is  e x p e c te d  to  re a c h  
c a p a c ity  q u ic k ly . The AICPA is not responsible for checks or 
letters lost o r delayed in the mail.
1991 AICPA 
Accounting Educators Mini-Conference
REGISTRATION FORM
Mail to: AICPA Meetings Registration, PO Box 1008, New York, NY 10108-1008.
Please register me for the 1991 AICPA Accounting Educators
Mini-Conference. My check for $______is enclosed. (Full payment
must accompany registration.)
BATES # ____________________
(AICPA Use Only)
Registrant’s Last Name First MI Nickname
College or University Name or Affiliation
Street Address Suite
PO Box
City State Zip Code
Total Amount Enclosed Area Code & Business Telephone
Name & Telephone of Individual to Contact in Case of Emergency
HOTEL INFORMATION: Please reserve your hotel accommodations directly. Call the ATLANTA 
HILTON at (404) 222-2800 or write to them at 255 Courtland Street, NE, Atlanta, GA 30303 by October
10, 1991. After October 10, 1991, rooms will be on a space-available basis only. Identify yourself as an 
attendee of the AICPA Accounting Educators Mini-Conference in order to obtain our group rate of $109 
for single or $119 for double rooms. To guarantee your reservation for late arrival, a credit card number 
or first night’s deposit is required.
CANCELLATION POLICY: Full refunds will be issued on written cancellation requests received by October
11, 1991. Written cancellations received after October 11, 1991, but before October 25, 1991, will be issued 
a refund, less a $25 administrative charge. No refunds wil be issued on cancellation requests received after 
October 25, 1991.
AIRLINE DISCOUNT: DELTA AIRLINES is offering an exclusive discount for this conference. Call them 
at (800) 241-6760 and refer to account #D0178 to receive 5% off the lowest available fare or, 45% off 
regular coach fare. (The AICPA is not liable for any penalties incurred if you cancel or change your airline 
reservations.)
to expand. While it is likely that a smaller number of firms 
will provide audit and attest services, government, educa­
tion and training, and environmental issues will all result in 
responsibilities and opportunities for cpa  firms in the 
future. With all of the above, there will be pressure on the 
image of c p a s . The development of a greater range of 
services, particularly when the 
delivery of those services in­
volves aggressive marketing 
techniques, could adversely 
affect the public’s perception 
of the integrity and objectivity 
of c pa s , even though these 
fundamental behavioral stan­
dards will continue to be ob­
served by members. Consider­
ing the perception that offer­
ing certain services poses a 
conflict of interest, it will be 
more difficult for cpa  firms to 
capitalize on their reputation 
for objectivity.
Quality of practice will be 
difficult to maintain. Greater 
pressure will be placed on the 
integrity of c pa s , and we will 
all continue to be challenged 
in the future. In the final anal­
ysis, however, the profession 
will always be judged by the 
quality of its work.
COMPLEXITY
Constantly changing tax laws, the development of innova­
tive financing techniques, greater involvement by govern­
ment in evaluating the effectiveness of the audit function, 
and questions about the utility of periodic historical-cost fi­
nancial statements are all issues we will have to deal with 
in a more complex environment.
In terms of frequent changes in tax laws, that obviously
Future (continued from page 2) has an effect on maintaining the quality of tax work. And 
certainly, auditors are going to be faced with a more 
difficult environment. Increasingly complex business 
transactions and methods of financing will complicate their 
jobs.
We believe the profession will experience both difficulty 
and opportunity as we move toward and information-based 
economy, and as the attest function covers an expanding 
range of information. There will be pressure on accountants
to take on watchdog roles in 
professional activities, and to 
accept greater responsibility 
for fraud detection by report­
ing on clients’ internal con­
trols and their compliance 
with laws and regulations.
The gap between public 
expectations and ability of the 
profession to meet these ex­
pectations will continue, with 
the public demanding that 
cpas provide a higher level of 
performance. Providing stan­
dards of professional perfor­
mance and monitoring compli­
ance will remain one of the 
Institute’s most important 
roles.
Legal liability is also likely to 
remain an issue despite con­
stant improvement in practice 
quality. The degree of concern 
will undoubtedly lead to chan­
ges in the legal structure of 
firms.
In the future, cpa  firms will provide more forward-looking 
services, and the relative value of future-oriented financial 
and other information will grow. The increasing complexity 
of financial reporting will, however, make professional stan­
dards more complex, and more difficult and costly to apply. 
All told, the growing complexities of the business world will 
add to the cost of obtaining and maintaining a license, add
(concludes on following page)
Questions to Ask in the New Environment
•  Who are our clients and what are their needs?
•  Can we meet all our clients’ needs?
•  Can we deliver a broad range of services, or should we seek 
to become a niche firm?
•  Should we consider networking with other firms?
•  Should we change the basis by which we charge for our 
services?
•  How can our firm gain expertise in the global marketplace?
•  How do we learn what our clients need to know in order to 
operate in that marketplace?
•  What resources are going to be necessary to deliver quality 
services?
•  How much capital do we need and how do we get it?
•  How can we gain access to technology without a huge 
investment on our part?
•  What types of people do we need, where can we find them, 
and what will we have to pay them?
•  How will we motivate them?
•  To what extent should we hire non-CPAs as full-time, long- 
term career employees?
•  How can we be sure the firm delivers quality service?
• What controls do we have in place for supervision and re­
view?
• Are we sure that staff stays current with professional stan­
dards?
During the summer, Alaska 
became the seventeenth state 
to adopt the 150-hour educa­
tion requirement.
By the end of 1992, most of 
the 54 jurisdictions which li­
cense certified public accoun­
tants will have made progress 
toward adoption of the 150- 
hour requirement as a condi­
tion of taking the Uniform c p a  
Examination. To assist in im­
plementation of the require­
ment, the a ic p a  and n a s b a  
have jointly prepared guide­
lines for legislation and regula­
tions. For a copy, call the Aca­
demic & Career Development 
Division: (212) 575-6358.
•
Robert W. Rouse, of Auburn 
University’s School of Accoun­
tancy, has been appointed the
1991-92 s e c  Academic Fel­
low. Dr. Rouse, a member of 
the a ic p a  Accounting Educa­
tors Subcommittee since 1989 
and a frequent c p e  instructor, 
will take over for outgoing Fel­
low Tom Weirich in Septem­
ber. Rouse will live in the 
Washington, DC area during 
his one-year term.
•
Mark your calendars! The 
week of September 2 is Na­
tional Financial Services 
Week and the week of Sep­
tember 16 is Annual Report
to Shareholders Week.
•
The Institute’s Technical Infor­
mation Service answers ques­
tions on technical matters 
such as accounting principles, 
financial statement presenta­
tion, auditing and reporting 
standards, and certain aspects 
of professional practice (ex­
cluding tax and legal matters). 
Call (800) 223-4158; in New 
York State, (800) 522-5430.
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to the pressure for uniform licensing standards, and prompt 
an accommodating expansion of the cpa examination.
HUMAN RESOURCES
The pool of accounting graduates is forecast to remain 
relatively constant in the years ahead. Demand for qualified 
graduates may exceed the supply, however. A greater 
proportion of entry-level personnel and cpas will be 
women, but the profession will still have difficulty recruit­
ing minorities. Greater efforts will, therefore, be needed to 
recruit and retain minorities, as well as to improve their 
and women’s upward mobility.
Changing social values and the needs of two-income 
families will put quality-of-life considerations ahead of 
career desires, in many instances. Staff motivation will thus 
pose new challenges. There is little doubt that, in the 
coming years, the skills of cpas as a group will be more 
diverse than they are at present. To meet rapidly changing 
needs, firms will put increased em­
phasis on their staffs obtaining 
additional education and training.
More paraprofessionals will be 
hired, and life-style considerations 
will give rise to more turnover in 
firms, to changes in the benefits 
packages offered, and to more part- 
time practitioners.
CONCLUSION
cpas operating in a global market­
place face challenges posed by ex­
panding information technology, Philip B. Chenok 
greater competition, and a more
complex business environment. The Institute’s assumptions 
about the future see firms meeting clients’ changing needs 
by providing a growing array of services delivered by people 
who have considerably different skills and desires than has 
been traditional in cpa firms. The challenge for manage­
ment, in this environment, is to figure out how to use the 
firm’s resources to deliver quality services in a manner that 
optimizes long-term profitability. □
Future (continued from preceding page)
AICPA Recruitment Materials
The aicpa has several recruitment materials available of 
interest to college administrators and students. These 
include:
Take the CPA Challenge, a 12-page brochure presenting the many 
different career paths that accounting offers and outlining the educational 
requirements for each. The brochure is free and may be ordered in 
quantity from the a ic p a  order department (see below). Product #870123.
Your Accounting Career: H ave You Thought About Personal 
Financial Planning? This brochure describes the process of becoming a 
financial planner and offers details on what c p a s  do as financial planners. 
Gratis copies are available by caling the a ic p a  Personal Financial Planning 
Division at (800) 966-PFP9.
A License to Succeed, a 13-minute video which captures the opportuni­
ties and challenges facing four young c p a s  in different types of work. To 
borrow this tape, contact Modern Talking Pictures at (800) 243-6877; to 
purchase, contact the order department: Product #882355 (VHS) or 
Product #882357 (U-Matic). The purchase price is $35.
The a i c p a  O rder D epartm ent may be reached at (800) 
334-6961; in New York State, (800) 248-0445. Write to them 
at PO Box 1003, New York, NY 10108-1003. ■ 
Practice Analysis (continued from front page)
A task force is now using the results of the 1991 practice 
analysis to decide if changes are needed in the content of 
the Uniform cpa Examination. The results also will be used 
to decide the best ways to assess the important skills 
identified by the practice analysis. Copies of the report, 
Practice Analysis o f  Certified Public Accountants in Public 
Practice, can be obtained from the aicpa Order Department 
for $37.50 (order #079300; aicpa member discounts apply).
In addition, researchers may be interested to know that 
the raw data on which the results of the practice analysis 
survey are based are available on IBM-standard diskettes; 
separate databases have been created in the areas of a&a, 
tax compliance, tax planning/consultation, tax representa­
tion, mas, and PFP. These can be adjusted or manipulated to 
meet individual research requirements.
For more information about receiving the computer files 
behind the practice analysis, contact Bruce Biskin at the 
aicpa: (212) 575-7654. ■ 
Spark an Interest
The AICPA Library’s staff can 
offer assistance on a broad 
range of business topics. 
aicpa members anywhere in 
the U.S. may borrow from the 
library’s extensive collection. 
For assistance, call one of 
these toll-free numbers: (800) 
223-4155; in New York State, 
(800) 522-5434.
•
The Total On-Line Tax and 
Accounting Library ( t o t a l )  is
a subset of the Institute’s 
n a a rs  library. Subscribers to 
t o t a l  have access to different 
types of files, including corpo­
rate and local government 
annual reports and all current 
and superseded authoritative 
and semi-authoritative litera­
ture from the aicpa, fasb , 
g asb , and se c . T o ta l  subscrib­
ers can also access tax and 
other information. For details, 
call Hal Clark at the aicpa:
(212) 575-6393. And don’t 
forget to check with your 
Mead Data representative to 
find out about academic dis­
counts now available for the 
n a a rs  on-line service.
•
The 1991 Annual Conference 
of the League for Innovation 
in the Community College
will be held November 3-6 in 
San Diego, California. Entitled 
“The Difference Technology
Makes,” the conference will 
focus on technology’s role in 
improving teaching and learn­
ing. The event will include 150 
sessions on instructional and 
other applications of technolo­
gy in academe.
For more information, con­
tact the League for Innovation 
in the Community College, 
25431 Cabot Road, Suite 204, 
Laguna Hills, CA 92653; tele­
phone (714) 855-0710.
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THE MASTER CLASSROOM
Master Classrooms at unc-ch provide 
a wide range of computer, media, 
projection, and communications capa­
bilities, including connection to our 
campus broadband cable for both 
video and data reception and trans­
mission. Each master classroom con­
tains two microcomputers for instruc­
tional purposes; one is an ibm  Model 
70 and the other is a Macintosh Ilsi. 
Both microcomputers are connected 
to the broadband cable system via 
Ethernet cards. Computer projection 
capabilities are provided by ceiling- 
mounted, multi-scan video projection 
systems. Master Classrooms also con­
tain a 16mm film projector, a slide 
projector and an overhead transparen­
cy projector.
THE COMPUTER CLASSROOM
The Computer Classroom was devel­
oped as an outgrowth of the Master 
Classroom. Once the teachers were 
able to integrate the computer into 
their classroom lectures and presenta­
tions, many of them wanted to have 
individual computers available to the 
students to encourage hands-on learn­
ing. As a result, we developed our first 
Computer Classroom. Although indi­
vidual student computer workstations 
are what makes this classroom special, 
it is not a computer “lab,” but a class­
room designed for all types of com­
puter-intensive courses. In addition to 
computers, this classroom has a white­
board and media support comparable 
to a Master Classroom.
The Com puter Classroom is 
equipped with 21 student work­
stations and one faculty workstation. 
Each workstation includes an IBM 
Personal System/2 Model 55SX micro­
computer with at least 2 megabytes of 
ram , a 1.44 megabyte 3.5-inch floppy 
disk drive, a 30 megabyte hard disk 
drive, a VGA color monitor, and a key­
board and mouse. Each of these work­
stations is connected to a fileserver
Classroom (continued from page 2) running Novell Netware for access to 
files and software, as well as commu­
nications and printing services.
THE TELECLASSROOM
The Instructional Technologies unit’s 
video communications services pro­
vide a means for the unc-ch campus 
to interact with other campuses and 
institutions through teleclasses, tele­
conferences, research collaborations, 
seminars, colloquia, and special inter­
est programs. Our Teleclassrooms are 
designed to allow faculty and students 
to conduct and participate in live,
Don’t miss the 1991 a ic p a  
Accounting Educators 
Mini-Conference, Novem­
ber 1-2 in Atlanta. Entitled 
“Innovations in Accounting 
Pedagogy,” the confer­
ence will focus on the use 
of the case method and on 
electronic and interactive 
technologies for the class­
room of the future. Details 
and a registration coupon 
appear on page 5.
two-way televised classes with stu­
dents and faculty located at 10 other 
sites across the state. The two-way 
communications capabilities provide 
the means for all participants to see 
and hear each other simultaneously 
and in real time, creating a visual 
“virtual proximity” which produces an 
environment more like face-to-face 
classes or meetings.
The Teleclassroom is laid out with 
36 desks equipped with 18 low-profile 
desk microphones (one microphone 
for every two students). The instructor 
lectures from a fixed control podium, 
but can move about freely in the class­
room since a wireless lavaliere micro­
phone is provided. Two cameras 
mounted at the rear of the classroom
provide close-up and wide-angle shots 
of the instructor, while a third camera 
m ounted at the front of the room 
televises the students. A fourth camera 
is ceiling-mounted above the podium 
and focused on the instructor’s notes; 
this is, in effect, the “chalkboard.”
INTERACTIVE LEARNING
The instructional power of these class­
rooms comes from their ability to 
provide interactive information envi­
ronments. These environments give 
both teachers and students the ability 
to access and manipulate information 
sources, products, and processes 
through a variety of information and 
communications modes.
Although the instructional capabili­
ties of these different classrooms are 
specialized in their technical func­
tions, they are not specialized in their 
curricular applications; that is, they 
may be used by all academic depart­
ments, ranging from the fine arts to 
the sciences. This characteristic, along 
with their networking, adds flexibility 
and cost-effectiveness to their use. At 
the University of North Caroli­
na-Chapel Hill, we see these class­
room models as effective ways to 
support instruction with the best re­
turn on our information technology 
dollar—a growing concern on many 
campuses.
For more detailed technical informa­
tion about creating Master Classrooms, 
see Master Classrooms: Classroom 
Design with Technology in Mind, 
which may be obtained through the 
Institute for Academic Technology. □
Kathryn Conway is Director o f Instructional 
Technologies at the University o f North Caroli­
na-Chapel Hill, where she has provided tech­
nological support to faculty and instructional 
programs at u n c for 15 years.
This article is adapted from a piece which 
appeared in i a t  Briefings (1:2), a publication of 
the Institute for Academic Technology. Operated 
by the University o f North Carolina under a 
grant from the ibm  Corporation, the ia t  offers 
publications, seminars, workshops, and elec­
tronic interactive avenues for the exploration 
and development o f academic computing. The 
ia t  may be reached at (919) 560-5031.
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New Standards Adopted for Schools Seeking Accounting Accreditation
The American Assembly of Collegiate Schools of Business 
(AACSB), a recognized accrediting agency for bachelor’s 
and master’s degree programs in business administration and 
accounting, has revised its accreditation standards and proce­
dures. As a result of AICPA efforts, the new standards are 
consistent with AICPA views on the 150-hour requirement 
and the AICPA Position Statement on Accounting Education.
The new standards will allow faculties greater flexibility 
in designing accounting programs and should enable schools
D I S C I P L I N A R Y  A C T I O N S
Five Members Expelled—The following members have 
had their memberships terminated under the automatic 
disciplinary provisions of the Institute’s bylaws:
■ Merle E. Bright of Carmel, Ind., on April 5, following his 
conviction in a U.S. district court on his plea of guilty to 
making false statements to the SEC.
■ Garrett Vogel of Dallas, on April 26, following the revoca­
tion of his CPA license by the Texas State Board of Public 
Accountancy for violating its Public Accountancy Act and 
its rule regarding acts discreditable to the profession. Vogel 
had been found guilty in a U.S. district court of violating the 
fiduciary provisions of the federal Employee Retirement 
Income Security Act.
■ James P. Arthur of Nevada, Mo., on April 5, following 
the revocation of his CPA certificate by the Missouri State 
Board of Accountancy for violating five statutes and admin­
istrative rules.
■ Marvin Lieberman of Kings Point, N.Y., on May 1, fol­
lowing his conviction in Nassau County Court of grand 
larceny in the fourth degree.
The Quality Review Executive Committee will meet on Sept. 23-24, begin­
ning at 1 p.m. on Sept. 23, at the AICPA in New York to consider
■ Revisions to the State Society Quality Review Program Administrative 
Manual and the Quality Review Program Manual for updated engagement 
checklists and changes to the summary review memorandum.
■ Interpretations of the Standards concerning the qualifications of off-site 
reviewers, reviewer responsibilities when an illegal act is discovered 
during a review, and clarification of the level of experience needed in 
various industries.
■ Whether attestation engagements should be included within the scope of a 
quality review.
The Accounting Standards Executive Committee will meet cm Sept. 24-25 
beginning at 9 a.m. each day at the AICPA in New York to
■ Hear a report from the incoming chairman.
■ Approve for exposure a Statement of Position (SOP) on employee stock 
ownership plans.
■ Approve for issuance a final SOP on accounting for software revenue 
recognition.
■ Approve a comment letter on an exposure draft of a proposed 
interpretation from the Financial Accounting Standards Board, “Offsetting 
of Amounts Related to Certain Contracts.”
■ Approve an exposure draft of an SOP that would repeal Statement 
Nos. 1-4 from the Accounting Principles Board.
■ Discuss supplemental current-value reporting by real estate companies.
to use more practitioners as faculty members. Under the 
standards, schools will be required to evaluate faculty on 
their ability to teach and to do research. In addition, when 
evaluating research, a wider range of practical, applied, and 
theoretical research will be acceptable.
A committee is working on implementation of the 
new standards, which are expected to be effective for the
1992-93 academic year. The AICPA will continue to be 
involved in this process.
■ In addition, Charles R. James of Dalton, Ga., was expelled 
on June 25, by a hearing panel of the Joint Trial Board, fol­
lowing his failure to comply with the panel’s requirement 
that he complete specified CPE courses and submit his prac­
tice to a peer review within two years. James had been found 
guilty of violating the Institute’s Rules of Conduct by the 
same hearing panel on Dec. 13, 1988. He was admonished 
and directed to complete the CPE courses and to submit his 
practice to a peer review within two years of the decision. 
Since he failed to complete the mandated requirements, the 
matter was referred back to the trial board for further action 
(see The CPA Letter, March 10, 1989).
Member Found Innocent of Charges—At a meeting of a 
hearing panel of the Joint Trial Board in Houston on Feb. 6, 
Edward R. Nalty of Houston was found not guilty of charges 
brought by the Institute’s Professional Ethics Division that he 
knowingly misrepresented facts in connection with financial 
statements. Nalty, who was present with counsel at the hear­
ing, requested publication of the not-guilty finding.
P U B L I C  M E E T I N G  N O T I C E S
Since the agenda may be revised before the meeting, please call Ruth 
Jackson, 212/575-6369, for more information.
The Auditing Standards Board will meet on Oct. 1-3 at the AICPA in 
New York, beginning at 9 a.m. on Oct. 1-2; and 8:30 a.m. on Oct. 3.
The committee will
■ Discuss a revised draft of the proposed Statement on Standards for 
Attestation Engagements (SSAE), Reporting on Management’s Assertions 
About the Effectiveness of the Entity’s Internal Control Structure Over 
Financial Reporting.
■ Discuss revisions to the proposed Statement on Auditing Standards 
(SAS), Reports on the Processing of Transactions by Service Organizations.
■ Discuss comment letters received on the proposed SAS, Letters to 
Underwriters in Conjunction With Filings Under the Securities Act of 1933 
and Letters Issued to a Requesting Party in Conjunction With Other 
Financing Transactions.
■ Discuss comment letters received on the proposed SAS, Compliance 
Auditing Applicable to Governmental Entities and Other Recipients of 
Governmental Financial Assistance.
m Discuss comment letters received on the proposed SAS, The Meaning of 
“Present Fairly in Conformity With Generally Accepted Accounting 
Principles” in the Independent Auditor’s Report.
■ Discuss a draft of a proposed SSAE on compliance with laws and 
regulations.
For more information, call the Auditing Standards Division, 212/575-3850.
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Supply and Demand Survey Shows CPA Firms Are Hiring More Women
More than half of the new accounting graduates hired by 
public accounting firms last year were female, according to a 
recent AICPA study. The twenty-first edition of The Supply 
of Accounting Graduates and the Demand for Public 
Accounting Recruits revealed that although accounting grad­
uates last year were evenly divided by gender, 59% of the 
new graduates who got jobs with public accounting firms 
were female.
The report includes the responses of 788 colleges and 
universities with accounting programs and 19,330 public 
accounting firms. For the first time, the survey includes 
responses from sole practitioners and small firms, in addition 
to all firms with more than 10 AICPA members.
The survey also showed that
■ CPA firms recruited fewer graduates with bachelor’s 
degrees last year than in 1989. However, the number of mas­
ter’s recruits remained stable.
■ More than 57,000 bachelor’s and master’s degrees in 
accounting were awarded in 1989-90, about as many as 
were reported in 1988-89.
■ Of the graduates hired by public accounting firms in 1990, 
69% were assigned to auditing, 12% to management advi­
sory services, 18% to taxation, and 1% to other areas.
For a free copy of the report, write to: AICPA Order 
Department, P.O. Box 1003, New York, N.Y. 10108-1003. 
Ask for product number G00097.
N E W  P U B L I C A T I O N S
International Standards Group Wants to Ban LIFO
The International Accounting Standards Committee (IASC) 
has published three exposure drafts of revised standards on 
research and development activities, inventories, and the 
capitalization of borrowing costs. The main changes from the 
existing standards would be the banning of the LIFO method 
and the base-stock formula for valuing inventories, and the 
requirement to capitalize development and borrowing costs 
when certain criteria are met. IASC publications offer guid­
ance to professional accounting standard-setting bodies in 
countries around the world. The comment deadline for all 
three drafts ends on Nov. 30. They are
■ E37, Research and Development Activities (800006). 
The revised standard will replace International Accounting 
Standard (LAS) 9, Accounting for Research and Develop­
ment Activities. E37 proposes that development costs be 
capitalized when the product being developed is clearly 
defined, and the costs can be identified and measured 
reliably. Price: $2.50.
■ E38, Inventories (800010). The proposed standard would 
replace IAS 2, Valuation and Presentation of Inventories in 
the Context of the Historical Cost System. E38 proposes that 
only the FIFO method or weighted-average-cost formula be 
used when assigning costs to inventories. It would prohibit 
the LIFO method and the base-stock formula. Price: $2.50.
■ E39, Capitalisation of Borrowing Costs (800011).
The revised standard will replace IAS 23, Capitalisation of 
Borrowing Costs. E39 proposes that borrowing costs be 
capitalized as part of the cost of a qualifying asset. Price: $2.50.
Disaster Recovery Planning (product number 055130) 
is the 15th practice aid in the MAS Division’s technical 
consulting series. Included are a guide to preparing and eval­
uating a client’s disaster recovery plan for personal and 
minicomputers. The publication discusses how to develop 
and implement procedures to prevent a disaster or reduce its 
impact, and procedures to follow after a disaster. It also 
includes an engagement letter, project summary, work plans, 
operational impact analysis, a sample disaster recovery 
plan, and typical key plan information. Price: $12.50;
$10 for members.
Guidelines for Voluntary Tax Practice Review, 1991 
Supplement (024015) contains all the materials needed to 
do a technical review of a tax practice. A technical review 
involves analyzing client materials for technical accuracy 
and compliance with the firm’s tax practice quality control 
system. Copies of the supplement were sent to all Tax Divi­
sion members last month. Interested individuals may buy the 
supplement (price: $10; $8 for members), or the original
publication, Guidelines for Voluntary Tax Practice Review 
(024010). Price: $50; $40 for members. The two can be pur­
chased as a set (024016). Price: $60; $48 for members. For 
answers to questions about the voluntary tax practice review 
program, write to: VTPR, AICPA, 1455 Pennsylvania 
Avenue, NW, Suite 400, Washington, D.C. 20004-1007.
The Accounting Profession in the Netherlands (010056) 
is the second edition of a booklet first issued in 1987.
Among other issues, it describes the accounting and auditing 
standards in the Netherlands and compares them with gener­
ally accepted standards in the United States. Price: $27.50; 
$22 for members.
To order AICPA publications, write to: AICPA Order 
Department, CL0991, P.O. Box 1003, New York, N.Y. 
10108-1003; send your order via fax, 212/575-6841; or call 
800/334-6961, or 800/248-0445 in New York State. Ask 
for Operator CL0991. The best times to call are 8:30 to 
11:30 a.m. and 2:00 to 5:30 p.m., Eastern Daylight Time. 
Prices do not include shipping and handling.
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Volvo Chairman to Address World Congress of Accountants
Pehr G. Gyllenhammar, executive chairman and CEO of 
AB Volvo, Gothenburg, Sweden, will be the keynote speaker 
for the XIV World Congress of Accountants. “The 
Accountant’s Role in a Global Economy” is the theme of the 
congress, scheduled for Oct. 11-14, 1992, in Washington, D.C.
In addition to being the executive chairman of the 
international car manufacturer, Gyllenhammar is also the 
chairman of Volvo North America Corp. A member of the 
board of directors of United Technologies Corp., Kissinger 
Associates Inc., Pearson plc, and Reuters Holdings plc, 
Gyllenhammar founded the Roundtable of European
Industrialists and is a member of the International Advisory 
Committee of the Chase Manhattan Bank, N. A.
The World Congress is designed to provide accountants 
in public practice, industry, government, and education with 
the chance to share concerns, insights, and opportunities. It is 
sponsored by the International Federation of Accountants in 
cooperation with the AICPA, the Institute of Management 
Accountants, and the Institute of Internal Auditors. For more 
information, write to: AICPA Meetings & Travel Division, 
1211 Avenue of the Americas, New York, N.Y. 10036-8775, 
or fax 212/575-3846, or call 212/575-6451.
AICPA to Sponsor Tour 
Following Annual Meeting
The AICPA is sponsoring a post-conference tour to 
Hong Kong and China immediately following the Annual 
Members Meeting in San Francisco, October 27-30. 
Beginning on Oct. 30 and ending on Nov. 8, the tour will 
include a special accounting program offering CPE 
credit. After Hong Kong, participants will visit three 
cities in China. The price of $1,995 per person includes 
airfare, hotel accommodations for seven nights, and 12 
meals. For more information, write to: Interport, Ltd.,
P.O. Box 338, Sunset Beach, Calif. 90742, or call 
714/673-3596.
Members staying at the Fairmont Hotel while 
attending the AICPA Annual Meeting will be charged 
the hotel’s group rate, which starts at $160 per night.
The hotel’s $145 rate, a preferred rate arranged by the 
Institute for individual member travel, is not available 
during the Annual Meeting. In general, preferred rates 
are not available during AICPA conferences or 
committee meetings.
The National Governmental Training Program is for pub­
lic accountants, government accountants and auditors (all 
levels), and auditors and managers of not-for-profit organiza­
tions. Dates and location: Oct. 9-11, The Pointe at South 
Mountain, Phoenix. Registration: $695. Recommended CPE 
credit: 24 hours. For more information, write to: Sharon Free, 
conference marketing coordinator, CPE Division, AICPA, 
1211 Avenue of the Americas, New York, N.Y. 10036-8775.
The 19th Annual National Convention of the American 
Association of Hispanic CPAs is for all CPAs seeking an 
update on the latest tax, accounting, and auditing techniques. 
Governmental auditing and accounting will be emphasized. 
Topics will include “The Yellow Book and SAS 63,” “The 
New CFO Act and Its Impact on CPA Firms,” and “Perfor­
mance Audits, Contracting, and Other Opportunities.” Dates 
and Location: Oct. 10-11, Ramada Classic, Albuquerque,
N.M. Registration: $175. Recommended CPE credit: 12-14 
hours. For information, call Valerie Borrego, 505/843-6492.
The National Conference on Federal Taxes is for CPAs 
who want an update on the most significant tax develop­
ments of the year, including business and personal planning, 
and the impact those developments have on tax practices. 
Dates and location: Oct. 24-25, Grand Hyatt, Washington, 
D.C. Registration: $495. Recommended CPE credit: 16 
hours. For information, write to: Sharon Free, CPE confer­
ence marketing coordinator, AICPA, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775.
The Firm Administration Conference is for CPA firm 
administrators, managing partners, and administrative 
personnel seeking solutions to practical problems and look­
ing to improve their skills. Dates and location: Nov. 6-8, 
Sheraton, New Orleans. Registration: $475. Recommended 
CPE credit: 20 hours. For information, write to: AICPA 
Meetings & Travel Division, 1211 Avenue of the Americas, 
New York, N.Y. 10036-8775, or call 212/575-6451. For 
technical information, call Vicky Fernandez, CPE project 
manager, 212/575-3855.
The 1991 National Conference on Banking is for practi­
tioners, bank officers, and others interested in current 
trends and future directions in banking. Dates and location: 
Nov. 14-15, Grand Hyatt, Washington, D.C. Registration: 
$595. Recommended CPE credit: 16 hours. For registration 
and information, call 212/575-6451.
The Jerusalem Conference on Accountancy is for accoun­
tants worldwide seeking to explore contemporary issues 
affecting the profession. Originally scheduled for last year, 
the conference was postponed because of the Gulf War.
The theme for the conference is “Diversification and Harmo­
nization.” Technical sessions will focus on management 
and marketing within an accounting firm, trends and changes 
in the profession, and harmonization and standard setting. 
Dates and location: Nov. 17-20, the Jerusalem Hilton. 
Registration: $480. For information, write to: Fifth 
Jerusalem Conference on Accountancy, P.O. Box 50006,
Tel Aviv 61500, Israel, or call 972 3 654571.
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The Senate Banking Committee 
adopted an amendment that con­
tains language similar to that of 
H.R. 6, the Financial Institutions 
Safety and Consumer Choice Act of 1991, that would require 
expanded financial reporting requirements for certain banks 
with assets over $150 million (The CPA Letter, August). The 
amendment to the Senate bill, S. 543, was offered by Sen. 
Timothy E. Wirth (D-Colo.). Before the Wirth amendment 
was adopted, S. 543 did not include any audit provisions.
The Senate is expected to consider S. 543 this fall.
The Federal Financial Institu­
tions Examination Council 
(FFIEC) has withdrawn pro­
posed accounting methods that would have permitted 
depository institutions to return certain nonaccrual loans to 
accrual status (The CPA Letter, April). In withdrawing the 
proposal, the FFIEC acknowledged concerns about whether 
the methods would conform with GAAP and cited ongoing 
projects of the AICPA and the Financial Accounting 
Standards Board that address similar issues.
Earlier, the SEC had said it would not accept the pro­
posed methods because they would conflict with GAAP, 
have limited applicability, and could impair consistency and 
comparability between financial statements. For more infor­
mation, see the Federal Register, Aug. 2 and 5.
The IRS has established a 
hotline (800/366-4484) for 
practitioners and others to use to 
report improprieties by IRS per­
sonnel. Indiscretions could include fraud, abuse of power, 
waste of government resources, bribery, or integrity lapses. 
Callers are encouraged to give their names. Taxpayers also 
may write to: IRS Chief Inspector, P.O. Box 589, Benjamin 
Franklin Station, Washington, D.C. 20044-0589.
Before approving a bill that would 
revise the Racketeer Influenced 
and Corrupt Organizations 
(RICO) Act, the House Judiciary 
Committee amended the bill, H.R. 1717, in two significant 
ways. First, Rep. Dan Glickman (D-Kan.) sponsored an 
amendment that reformulates the “gatekeeper” provision, a 
mechanism which allows the court to dismiss suits that do not 
meet the “egregious criminal conduct” standard, so that the bill 
would not infringe on a jury’s constitutional responsibility to 
determine all questions of fact.
Second, Rep. Rick Boucher (D-Va.) introduced an 
amendment that would include more financial institutions 
among those that are presumed to meet the bill’s “egregious 
criminal conduct” standard for cases relating to fraud. The 
amendment means that RICO charges could be brought 
against institutions other than savings and loans that meet 
the standard. Some of the other types of institutions that are 
covered are federally insured depository institutions, bank 
holding companies and credit unions.
Whether the amended bill will be acceptable to those 
who supported the earlier version of H.R. 1717 is uncertain. 
The AICPA is analyzing the amended bill to determine how 
it will affect Certified Public Accountants.
SEC Staff Accounting Bulletin 
No. 91 should be used by 
savings institutions that are 
SEC registrants until a new standard on accounting for 
income taxes is adopted by the Financial Accounting 
Standards Board (The CPA Letter, August).The bulletin says
■ The one-difference method is preferable;
■ Prospective adoption of the one-difference method is 
permitted when accompanied by certain disclosures;
■ Income tax benefits previously recognized under the 
two-difference method are subject to reversal when realized.
For more information, see the Federal Register, July 22.
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A News Report to Members
AICPA Board Supports Tax Simplification
Also supports non-CPA 
affiliation with 
member sections
Stating that tax 
law complexity is 
undermining our 
system of voluntary 
compliance, the AICPA Board of Directors has 
resolved to encourage the federal government to 
move forward on tax simplification. The board’s 
action, which the governing Council will consider 
at its October 26 meeting, reads “the American 
Institute of Certified Public Accountants (AICPA) 
urges Congress and the administration to give the 
highest priority to tax simplification. The AICPA 
pledges to continue to work with Congress and the 
administration to simplify the tax law and to pro­
mote greater public awareness of the need for tax 
simplification.”
In other actions at its meeting on September 
5-6, the board
■ Decided to recommend to the governing 
Council that non-CPAs employed by members in 
public practice be permitted to become affiliated 
with the Institute’s voluntary member sections.
■ Reaffirmed its belief that the interests of the
public and the profession are adequately served 
by the Institute’s current commission rule, which 
prohibits members from accepting commissions 
from clients for whom the member performs an 
audit, a review, a compilation when there is an 
expectation of third party use and there is no 
disclosure of lack of independence, or an exami­
nation of prospective financial information.
■ Authorized the Member Retirement Commit­
tee to move the AICPA Member Retirement 
Plan from MONY to T. Rowe Price to afford a 
greater selection of investment opportunities for 
plan participants.
■ Received a report from the Financial 
Account-ing Foundation on its activities 
and those of the Financial Accounting 
Standards Board.
■ Authorized the appointment of a task force to 
study ownership of CPA firms.
■ Received reports on the exposure draft for 
the proposed Uniform Accountancy Act and on 
developments with respect to licensing recipro­
city with certain foreign countries.
AICPA Approves Rule Banning Most Loans to Auditors
Loans made under 
present rules will 
not be affected
Effective January 1, 
1992, auditors will be 
permitted to obtain 
only automobile loans 
or leases, credit-card and cash-advance balances 
that do not exceed $5,000 in the aggregate, loans 
on the cash surrender value of insurance policies 
and loans collateralized by cash deposits (“pass­
book loans”) from a financial institution that is also 
an audit client. Auditors will not be required to dis­
pose of existing loans permitted under present 
rules, such as home mortgages, other secured 
loans, and loans not material to a CPA’s net worth. 
However, these “grandfathered” loans must be
kept current and their terms not renegotiated and, 
for secured loans other than home mortgages, the 
value of the collateral must at all times equal or 
exceed the remaining balance of the loan.
This rule change, approved by the AICPA’s 
Professional Ethics Executive Committee at its 
September 27 meeting, reflects the almost 250 
comment letters received on its July 9 exposure 
draft (The CPA Letter, July). The new interpreta­
tion will be published in the Official Releases 
section of the Journal of Accountancy in 
November. Members may also call the Profes­
sional Ethics Division at 212/575-6217 or 6299 
for more information.
AICPA
N E W S  B R I E F S
► New Editor Named to The CPA Letter
Eilen J. Goldstein has been named Editor of The CPA Letter. 
A public relations professional with the AICPA’s Communi­
cations Division since June 1990, Ms. Goldstein assumed the 
position in mid-September. Previously, she was primarily 
responsible for the communications efforts of the Personal 
Financial Planning Division and the Accredited Personal 
Financial Specialist designation program.
► Ginnie Mae Issues Notice on 
Security Interests
The Government National Mortgage Association (Ginnie 
Mae) recently notified participants in the Ginnie Mae mort­
gage-backed securities (GNMAs) market about perfecting 
security interests in ownership of GNMAs. Specifically, 
certain lenders have originated loans using a borrower’s 
ownership of GNMAs as collateral, to find later that they 
had not actually perfected a security interest in the GNMAs 
because the documentation presented to evidence the 
borrower’s ownership was fraudulent or otherwise defec­
tive. Because transactions involving GNMAs generally 
involve a series of agents, Ginnie Mae has reminded lenders 
of the steps necessary to be granted, assigned, or pledged 
an ownership interest in GNMAs, particularly when 
GNMAs are recorded on accounts electronically (i.e., 
book-entry GNMAs).
Ginnie Mae also stated that any printed material, 
including a trust receipt, purported to represent a book-entry 
position at the Participants Trust Company (PTC), the 
depository for book-entry GNMAs, may not be relied upon 
as evidence of ownership of GNMAs by any party other than 
the agent dealing directly with the PTC. For information, 
contact Ginnie Mae at 202/708-2772.
► Illinois Passes Education 
Requirement
Illinois became the 18th state to require 150-semester hours 
of education to become a CPA. The new law was passed on 
September 23. The other states which have passed the 150- 
hour education requirement are Alabama, Alaska, Arkansas, 
Florida, Georgia, Hawaii, Kansas, Kentucky, Louisiana, 
Mississippi, Montana, Nebraska, South Carolina, Tennessee, 
Texas, Utah, and West Virginia.
The 150-hour education requirement is an initiative to 
ensure that the accounting profession keeps pace with a 
demanding and changing business environment, and con­
tinues to serve the public interest. The AICPA and state 
societies are aggressively working to encourage legislation 
supporting the increase in education. By the year 2000, new 
members of the AICPA must have a minimum of 150 hours 
of college-level education, including at least a bachelor’s 
degree and a concentration in accounting.
States Contact CPA Financial Planners 
About Registration
The Connecticut Department of Banking is contacting CPAs 
who “hold out” as financial planners and advising them that 
they may need to register with the commissioner as invest­
ment advisers. Firms contacted have been asked to provide 
written descriptions of “activities as financial planners” and 
to “describe the manner in which compensation is determined 
for the financial planning services offered to clients.” The 
Department also wants to know whether the firms are recom­
mending mutual funds or limited partnerships to clients.
Rhode Island’s Department of Business Regulation, 
Division of Securities, also has begun to search for CPA 
financial planners to determine registration applicability. 
Members contacted by state regulators should call the 
AICPA’s State Legislation Department in Washington, D.C., 
at 202/737-6600 or the Personal Financial Planning Division 
at 212/575-7015.
Annual Meeting Raffle Prize Winners 
Announced
Raffle prize drawings were held for five winners of the 
“Early Bird Registration” and for the winner of a free tour 
to Hong Kong and China. Entitled to a free dinner for two 
at any of the Fairmont Hotel’s restaurants are Carole Ann 
Gibbs-Fisher, Honolulu; Barbara J. Miller, Irving, Tex.; 
Wilbur G. Van Scoik, Clearwater, Fla.; James H. Weber, 
Pittsburgh; and Melvyn M. Wilinsky, Atlanta. Donna P.
Levin of Tarzana, Calif., won the trip to Hong Kong and 
China following the annual meeting.
William Seidman, IRS’s Goldberg 
to Speak at Annual Meeting
William Seidman, who will be making his first public 
appearance after stepping down as FDIC Chairman, and 
IRS Commissioner Fred Goldberg will headline the AICPA’s 
104th Annual Members Meeting. Also, the appointment of 
Gerald Polansky as the new chairman of the AICPA Board 
of Directors will take effect at the meeting, which will 
be held at the Fairmont Hotel in San Francisco on October 
27-30. Distinguished Stanford professor Ezra Solomon and 
ABC-TV newsman Sam Donaldson also are speakers.
Speakers from within the profession will examine 
international opportunities for the accounting profession, 
the economy of the 1990s, and tax policy issues including 
tax simplification. Sessions will also cover auditor responsi­
bility, the liability crisis, and uniformity in the profession.
Correction
The phone number for the Ritz-Carlton Hotel in Phoenix was 
listed incorrectly in the August issue of The CPA Letter. The 
correct number is 602/468-0700.
The CPA Letter(ISSN 0094-792x), October 1991, is published monthly. Publication and 
editorial office: 1211 Avenue of the Americas, New York, N.Y. 10036-8775,212/575- 
6200. Second-class postage paid at New York, N.Y. and at additional mailing offices. 
Copyright © 1991, American Institute of Certified Public Accountants, Inc.
Postmaster: Send address changes to Circulation Department, 1211 Avenue of the 
Americas, New York, N.Y. 10036-8775.
Geoffrey L. Pickard Ellen J. Goldstein
Vice-President—Communications Editor
2 ■ The CPA Letter/October 1991
N E W S  B R I E F S
New Price Schedule Issued for Library Services
Effective October 1 , 1991. 800/223-4155
800/522-5434 (NY)
For Members For Non-Members
Research $20 not available
Bibliographies
Accountants’ Index 
Accountants Database
$10 each $35 (prepaid)
Database Searches
including CD-ROM databases
$20 minimum plus 
research fee of $20
not available
Overdue Materials Fee $.25 per day per item $.25 per day per item 
(libraries only)
Postage a) $3 minimum 
1st Class Mail
b) cost plus $3 handling 
for packages
same
Photocopies $3 minimum 
.30 per page
$6 minimum 
.60 per page
Fax $4 per page 
plus rush service fee
$7 per page 
plus rash service fee
Overnight Mail cost plus rush 
service fee
cost plus rush 
service fee
Rush Service $20 $30
Quotes
stock prices, exchange rates, 
capital changes, CPI, etc.
$5 each not available
Tax Forms $4 minimum 
.40 per page
not available
Annual Reports $3 minimum 
.30 per page
not available
AICPA CPE Division Offers Courses on Taxes
valuable reference guides for future use. In addition to 
Sidney Kess, the instructors include some of the nation’s 
most distinguished tax experts.
Mastering the 1992 Tax Season: An Annual Update 
reviews the latest developments in federal taxation, including 
IRS rulings, pronouncements, regulations, and case law.
“Hot topics” are covered and sophisticated planning tips 
are provided to help CPAs save dollars for their clients. This 
popular one-day course is co-authored by three of the 
AICPA’s top instructors and tax experts: Andrew R. Biebl, 
CPA; Albert L. Grasso, LLM; and Robert J. Ranweiler, CPA.
All three courses will be presented coast to coast during 
the next four months. To receive a brochure that provides 
complete course and registration details, write to:
A. Coleman, AICPA, CPE-Group Study Marketing,
1211 Avenue of the Americas, New York, NY 10036-8775, 
or call 212/575-6239.
To help CPAs prepare for the 1992 tax season, the AICPA is 
offering three important courses in which new tax laws, 
issues, and legislative developments are covered.
For over 25 years, Sidney Kess’s two tax workshops 
have been annual events for many CPAs. The workshops deal 
with tough tax issues and focus on practical knowledge that 
helps CPAs maximize their ability to cash in on the tax season. 
His Individual Income Tax Returns Workshop provides 
CPAs with the most recent developments as well as a review 
of basic principles of individual income tax preparation.
CPAs come away from this practical two-day workshop with 
insights into the latest tax-saving ideas. Sidney Kess’s 
Corporate Income Tax Returns Workshop is designed to 
enable CPAs to apply new tax developments, tax planning 
strategies, and basic principles when preparing federal 
corporate income tax returns. Both two-day workshops fea­
ture comprehensive, fully indexed course manuals that are
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Meeting Highlights: Accounting 
Standards Executive Committee
The Accounting Standards Executive Committee (AcSEC) 
held meetings on August 6-7 and on September 24-25. At its 
meetings, AcSEC
■ Approved for final issuance a statement of position (SOP) 
on financial reporting for foreclosed assets;
■ Approved for final issuance an SOP on software revenue 
recognition;
■ Approved for exposure a proposed SOP on financial 
reporting by employers of transactions with employee stock 
ownership plans;
■ Approved a comment letter to the Financial Accounting 
Standards Board (FASB) generally agreeing with FASB’s 
proposal to reform reporting for income taxes as a significant 
improvement to FASB Statement No. 96; and
■ Had discussions with representatives of the AICPA Real 
Estate Committee on a proposed SOP on supplemental 
current value reporting by real estate companies.
All SOPs are subject to review by the FASB. For more 
information on these actions, call Ruth Jackson, Accounting 
Standards Division, 212/575-6369.
Auditing Insurance Entities' 
Loss Reserves
The Auditing Standards Division has issued an exposure draft 
of a proposed statement of position (SOP), Auditing Insur­
ance Entities’ Loss Reserves (product number 800008), that 
will supplement the Audit and Accounting Guide Audits of 
Property and Liability Insurance Companies. The proposed
SOP is designed to provide guidance to auditors when audit­
ing management’s estimate of the liability for loss reserves of 
property and liability insurance entities. The comment period 
will end on November 15, 1991.
Guidance on Circular A-133 Audits
The Auditing Standards Division has also issued an exposure 
draft of a proposed SOP, Audits of Not-for-Profit Organiza­
tions Receiving Federal Awards (product number 800007), 
that provides guidance on the auditor’s responsibilities when 
conducting an audit in accordance with Office of Manage­
ment and Budget (OMB) Circular A-133, Audits of 
Institutions o f Higher Education and Other Non-Profit 
Institutions. In addition, the proposed SOP provides 
examples of the reports required by Circular A-133 and a 
sample engagement letter. The comment period will end on 
November 25 , 1991.
Orders Backlogged for  
Single Audit Guide
Orders are backlogged for the 1991 editions of desk reviews 
and quality control reviews of single audits performed under 
Circular A-128, Audits o f State and Local Governments 
(The CPA Letter, August). Requests will be filled as soon 
as possible.
To order copies of exposure drafts, write to: AICPA 
Order Department, P.O. Box 1003, New York, N.Y. 
10108-1003; or send your order via fax, 212/575-6841 
The first five copies are free, and each additional copy 
costs $2.50.
N E W  P U B L I C A T I O N S
Audit and Accounting Guide Audits of Savings Institutions 
(product number 012100) supersedes Audit and Accounting 
Guide Savings and Loan Associations, issued in 1979. It 
applies to savings institutions and savings banks insured by 
the Savings Association Insurance Fund and the Federal 
Deposit Insurance Corporation. It is intended to serve as a 
principal reference for auditors when they audit financial 
statements of savings institutions. Price: $22.50.
Three volumes of articles have been collected from the 
Practicing CPA, the AICPA local firm newsletter, each 
addressing specific accounting practice concerns. Priced at 
$35 apiece, or $75 for the set (product number 092103), the 
three volumes are:
■ The Practicing CPA on Practice Development (product 
number 092100), focusing on how to identify niches and 
develop specialties.
■ The Practicing CPA on Firm Management (product 
number 092101), containing articles about establishing 
offices, planning, reviews, fees and billing, chargeability, 
libraries and research, collecting, managing for a profit, 
and managing growth.
■ The Practicing CPA on Partners and Personnel (product 
number 092102), featuring articles on partner admittance, 
evaluation, compensation, and productivity. Also explores 
partnership agreements, the managing partner’s role, recruit­
ment, turnover, and management effectiveness.
The Public Relations Guide for CPAs (revised
1991, product number 889633) helps CPAs market their 
services and plan successful public relations programs. 
Originally published in 1984, this new edition includes 
sections on community relations, advertising, direct mail, 
and evaluating the effectiveness of promotional activities. It 
also provides step-by-step procedures for conducting press 
interviews, issuing news releases, appearing on radio and 
TV talk shows, and speaking to groups. Price: $6.00.
To order AICPA publications, write to: AICPA Order 
Department, CL1091, P.O. Box 1003, New York, N.Y. 
10108-1003; send your order via fax, 212/575-6841; or 
call 800/334-6961, or 800/248-0445 in New York State. 
Ask for Operator CL1091. The best times to call are 8:30 
to 11:30 a.m. and 2:00 to 5:30 p.m., Eastern Daylight Time. 
Prices do not include shipping and handling.
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The AlCPA's new primary vehicle for communicating specialized financial reporting 
practices and auditing procedures in particular industries.
AUDIT & ACCOUNTING GUIDE SERVICE 
NOW IN LOOSE-LEAF AND SOFTWARE FORMATS
The AICPA Audit and Accounting Guide Service 
keeps subscribers current on their particular industry 
or area, with timely updates, new audit and account­
ing pronouncements, and annual Audit Risk Alerts. 
Plus, subscribers receive new industry guides weeks 
before they become available as paperbacks.
Subscribers can receive their timely 
information in a loose-leaf format or a 
computer diskette format.
The loose-leaf service consists of two 
binders complete with numerous pages that easily insert 
into them. Updates come in the form of individual 
pages that replace current ones, so subscribers know 
immediately what has changed. No. G01008 $299
Subscriptions run from January through December 1992. 
Subscribe to both services (No. G01010) for only $448.50.
The diskette service consists of three 
5¼" diskettes and two 3½" diskettes con­
taining the same information as the 
loose-leaf service. Updated material also 
comes on diskettes. Key words are indexed, making 
information queries as simple as entering one word or 
phrase. Plus, the diskettes accommodate wildcard 
searches, general searches, and information requests
by topic.
System Requirements: IBM PC, XT, AT, PS/2 or 
100% IBM-compatible systems; DOS 2.0 or higher; 
512K RAM minimum; single diskette drive and hard 
drive. No. G01009 $299
Telephone help is available through AICPA Software 
Support at 212-575-5412.
VOLUME I
General Guides on:
Audit Sampling
Computer-Assisted Audit Techniques 
Consideration of the Internal Control Structure 
in a Financial Statement Audit 
Prospective Financial Statements 
Use of Real Estate Appraisal Information 
Personal Financial Statements
Industry Guides on:
Agricultural Producers and Cooperatives
Airlines
Casinos
Entities with Oil and Gas Producing Activities 
Federal Government Contractors 
Investment Companies 
Providers of Health Care Services 
State and Local Governmental Units Including 
Audits of Federal Financial Assistance 
Construction Contractors
General Audit Risk Alert
VOLUME 2
Industry Guides on :
Certain Nonprofit Organizations, Colleges and 
Universities, Voluntary Health and Welfare 
Organizations, Banks, Brokers and Dealers in 
Securities, Credit Unions, Employee Benefit Plans, 
Finance Companies Including Independent and 
Captive Financing, Activities of Other Companies, 
Property and Liability Insurance Companies, Stock 
Life Insurance Companies, Savings Institutions
General Audit Risk Alert 
Last Report Letter
Order information on reverse side. To order toll-free, 
call 1 -8 0 0 -3 3 4 -6 9 6 1 . Ask for Operator CPA 109. 
In New York State call 1 -8 0 0 -2 4 8 -0 4 4 5 .
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To find out about the latest accounting practices and auditing in a particular field 
or industry, independent auditors often turn to
AICPA AUDIT & ACCOUNTING GUIDES
AICPA Audit and Accounting Guides summarize the prac­
tices currently followed in a specific industry and describe 
relevant matters, conditions, and procedures unique to that 
industry.
Every guide either incorporates any relevant AICPA 
Statement of Position (SOP) or comes with the particular 
SOP at no additional cost. Guides also illustrate treatments 
of financial statements and formats of reports to alert audi­
tors to unusual problems in their industry.
AICPA Audit and Accounting Guides cost $22.50 each 
unless otherwise noted. AICPA members are eligible for a 
10% discount on orders over $100. Also, you may order  
a free Audit & Accounting Guide when you buy five differ­
ent guides (maximum of five free guides).
Agricultural Producers and Agricultural Cooperatives
No. 012140 
Airlines No. 013176 
Audit Sampling No. 013138 
Banks No. 011172
Brokers and Dealers in Securities No. 012173 
Casinos No. 013142
Certain Nonprofit Organizations No.013161 
Colleges and Universities No. 013320 
Computer-Assisted Audit Techniques No. 062050 
Common Interest Realty Associations No. 012481
Consideration of the Internal Control Structure in a 
Financial Statement Audit No. 012450 $25.00 
Construction Contractors No. 014658 
Credit Unions No. 012046 
Employee Benefit Plans No. 012330 
Entities with Oil and Gas Producing Activities 
No. 012084
Federal Government Contractors No. 012432
Finance Companies Including Independent and Captive
Financing Activities of Other Companies No. 012169
Guide for Prospective Financial Statements No. 012065
Investment Companies No. 012135
Personal Financial Statements No. 011134
Property & Liability Insurance
Companies No. 011914
Providers of Health Care Services No. 012425
Real Estate Appraisal Information No. 013158
Savings Institutions No. 012100
State and Local Governmental Units Including Audits
of Federal Financial Assistance No. 012051
Stock Life Insurance Companies No. 012032
Voluntary Health & Welfare Organizations No. 012154
Post Binder for Audit Guides (need six binders for series)
No. 011005 $20
If you are entitled to a free guide(s), please specify which 
one(s) you want to receive when placing your order.
How to Order
Call toll-free: 1-800-334-6961 and ask for Operator 
CPA 109. In New York State call: 1-800-248-0445.
When ordering by phone, be prepared to give operator title, 
product number, AICPA membership number, and MasterCard 
or VISA number and expiration date.
Or complete the order form and return it to AICPA Order Dept., 
P.O. Box 1003, New York, NY 10108-1003.
ORDER FORM FOR AICPA MEMBERS ONLY 
PAYMENT METHOD
Name Member Number
Firm
Address
City State ZIP
Shipping and handling fees: $25.01-$50: $5.45; $50.01-$150: $6.55; over $150: 
4.5% of order.
Sales tax: In New York City add 8.25% sales tax. Elsewhere in New York State 
add 4% sales tax plus local tax if applicable. In Washington, DC, add 6% sales 
tax and in Vermont add 5% sales tax.
*Please note: Shipping & handling fees and sales tax do not apply to sub­
scriptions to the Audit & Accounting Guide Service.
□ Payment Enclosed
□ Bill Directly 
Card account number
□ MasterCard
CPA 109
□ VISA
Exp. date
Signature
QTY TITLE PRODUCT
NUMBER
PRICE
Please use separate page for additional titles. Subtotal 
10% member discount for order over $100 
Shipping and Handling* 
Sales Tax* 
Total
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The AICPA 1991 National Conference on Credit 
Unions is for accountants and credit union officials seeking 
an update of current accounting and auditing issues concern­
ing credit unions. Topics for discussion include risks in the 
credit union industry, the revised AICPA Audit and Account­
ing Guide, litigation issues affecting credit unions and their 
auditors, and FASB and National Credit Union Administra­
tion (NCUA) activities. Featured speakers include NCUA 
Chairman Roger W. Jepsen and NCUA Chief Economist 
Dr. Charles Bradford. Dates and location: Dec. 5-6, Ramada 
Renaissance Techworld, Washington, D.C. Registration: 
$495. Recommended CPE credit: 16 hours. For information, 
call 212/575-6451.
The 1991 AICPA National Accounting and Auditing 
Conference on Employee Benefit Plans is designed to help 
practitioners, plan administrators, and others deal with 
accounting and auditing problems and economic and legisla­
tive developments affecting the employee benefit plans 
industry. The objective of the conference is to improve 
accounting, auditing, and financial reporting for employee 
benefit plans under the Employee Retirement Income Secu­
rity Act of 1974. Dates and location: Dec. 12-13, Ramada 
Renaissance Techworld, Washington, D.C. Registration: 
$495. Recommended CPE credit: 16 hours. For information, 
call 212/575-6451.
The Third Annual AICPA National Construction 
Industry Conference is for CPAs and others who provide 
services to the construction industry. Dates and location:
Dec. 2-3, Buena Vista Palace, Orlando, Fla. Registration: 
$495. Recommended CPE credit: 16 hours. For informa­
tion write to: AICPA Meetings and Travel Division, 1211 
Avenue of the Americas, New York, NY 10036-8775, or call 
212/575-6451. For technical information, contact Vicky 
Fernandez at 212/575-3855.
The AICPA Software User’s Conference is for 
AICPA software users and those considering its purchase. 
The conference features several highly focused seminars 
given by professionals who routinely use the Institute’s 
software. Concurrent sessions will focus on new versions 
of Accountant’s Trial Balance, Financial Statements, Con­
solidation, Conversions, and eight other AICPA software 
products. Sessions on IDEA (Interactive Data Extraction 
and Analysis), electronic research, and implementing the 
Small Firm Library manuals will be included as well. Three 
general sessions will offer microcomputer industry updates 
on hardware and software developments. Dates and location: 
November 11-13, 1991, Walt Disney World Dolphin Hotel, 
Orlando, Fla. Registration: $549. Recommended CPE credit:
20 hours. For information, call 212/575-6451.
Tax Division Fall Meeting to Feature Top Speakers
The Tax Division Fall Meeting will feature top speakers 
from government, including IRS Deputy Commissioner 
Michael J. Murphy and Treasury Assistant Secretary (Tax 
Policy) Ken Gideon. Tax experts from the accounting 
profession will also address the expected 500 members of 
the Tax Division who will attend the plenary session 
program at the Marriott’s Desert Springs Resort in Palm
Desert, California on December 5 - 7 ,  1991. Committee 
meetings on December 5 and 7 and breakout sessions on 
December 6 will brief members on current technical and 
practice issues. Recommended CPE credit: 8 hours for 
attending all sessions on December 6. For registration 
material, which will be sent to Tax Division members, 
please call Kristina Korte at 202/737-6600 (Ext. 567).
P U B L I C  M E E T I N G  N O T I C E S
The Accounting and Review Services Committee will 
meet on October 17-18 at the Washington, D.C., office of the 
AICPA. The committee will
■ Discuss a revised draft of a proposed Omnibus Statement 
that would amend various sections of Statements on Stan­
dards for Accounting and Review Services (SSARS).
■ Discuss a draft of a proposed statement of position that 
would supplement the Audit and Accounting Guide for 
Common Interest Realty Associations by providing guidance 
on reporting on required supplementary information in 
compilation and review engagements.
■ Discuss a proposal by the Management Advisory Services 
Executive Committee to exempt from the applicability of 
SSARS 1 unaudited financial statements included with the find­
ings and recommendations of consulting service engagements.
For more information and meeting times, call the Auditing 
Standards Division at 212/575-6401.
The Personal Financial Planning Executive Committee
will meet on Thursday, October 24 , 1991, from 9:00 a.m. 
to noon at the San Francisco Marriott. The committee will 
discuss the proposed draft, Statement on Responsibilities 
in PFP Practice, on the personal financial planning (PFP) 
process. For more information, call the PFP Division at 
212/575-5713.
The Auditing Standards Board is scheduled to meet on 
November 5 -7 , 1991, at the AICPA in New York. For infor­
mation about the agenda, please call the Auditing Standards 
Division at 212/575-3850.
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Edward Mazur, CPA, the state 
comptroller in Virginia, has been 
named to head up the newly cre­
ated Office of Federal Financial 
Management, making him the chief financial officer for the 
federal government. “Mazur is the right choice for starting 
the process of getting our nation’s finances under control,” 
said Joseph F. Moraglio, vice-president in the AICPA’s Fed­
eral Government Division. “Publicly owned companies in 
America have long had chief financial officers to oversee 
financial responsibility. In many respects, the U.S. govern­
ment will now have one for the first time in its history.”
The new office is required under the CFO Act of 1990. 
The AICPA supported the Act, and played a major role in 
calling Congress’s attention to the need for improving federal 
financial management. The position is in the federal Office 
of Management and Budget.
A rule has been proposed to 
amend part 31 of the Federal 
Acquisition Regulation (FAR) 
concerning advance agreements, 
composition of total cost, and 
accounting for allowable costs. 
This proposal is the first in a series of recommendations to 
amend FAR part 31, Contract Cost Principles and Procedures. 
The issuing agencies are the U.S. Department of Defense, the 
General Services Administration, and the National Aeronau­
tics and Space Administration. Comments are due Nov. 4. For 
more information, see the Federal Register, Sept. 4.
AICPA Advocates 
Tax Simplification in 
Senate Testimony
The AICPA continued its push to 
simplify the tax law during testi­
mony before the Senate Finance 
Subcommittee on Taxation on 
Sept. 12. Robert M. Brown, chairman of the AICPA’s Tax 
Simplification Committee, emphasized that complexity in 
the tax law is eroding our system of voluntary compliance.
He also reiterated the Institute’s support for tax simplifica­
tion legislation introduced by Senate Finance Committee 
Chairman Lloyd Bentsen (D-Texas) and House Ways and 
Means Committee Chairman Dan Rostenkowski (D-Ill.)
(The CPA Letter, September). Brown noted that to maintain 
a voluntary tax system, it is imperative that simplification 
be given a high priority at all stages of the tax process, 
with simplification concerns coexisting with policy and 
revenue objectives.
An interim rule concerning the 
treatment of costs for post­
retirement benefits (PRB) other 
than pensions which are 
attributable to employees’ past service has been issued 
with a request for comments. The issuing agencies are the U.S. 
Department of Defense, the General Services Administration, 
and the National Aeronautics and Space Administration. The 
interim rule limits the allowable amount of contractors’
PRB costs for any fiscal year to the amount that would be 
assigned to that year using the amortization method in FASB 
Statement No. 106. Comments are due Oct. 21. For more 
information, see the Federal Register, Aug. 22.
OMB Issues Bulletins 
for CFO Act Audit 
Provisions, FY 1991 
Financial Statements
The U.S. Office of Management 
and Budget (OMB) has issued a 
bulletin (OMB Bulletin No. 91- 
14) implementing the audit 
provisions of the Chief Financial 
Officers Act of 1990. The bulletin establishes initial require­
ments for audits of federal financial statements for 23 federal 
departments and agencies. A second bulletin (OMB Bulletin 
No. 91-15) provides specific guidance for the preparation of 
Fiscal Year 1991 financial statements for 23 departments and 
agencies. The bulletin also establishes minimum disclosure 
requirements for these statements. For copies of the bulletins, 
call the OMB at 202/395-7332.
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State Societies Back Rule 505 Change
State CPA societies are showing overwhelming 
support for the AICPA’s proposed change to 
Rule 505, Form of Organization and Name. 
Currently, Rule 505 allows AICPA members to 
practice only in the form of a proprietorship, a 
partnership, or a professional corporation (PC). 
The proposed amendment would allow CPAs to 
practice their profession in any organization 
form permitted by state law (The CPA Letter, 
Sept.; Journal of Accountancy, Oct.).
At press time, 47 state societies officially 
endorsed the measure, four did not endorse, two 
had not yet voted, and one had not responded. 
For questions and answers on the proposed 
change to Rule 505, see page 3.
In addition to voting on the Rule 505 
amendment, members will be asked to vote on 
two other proposals. A proposed change to 
Rule 301, Confidentiality o f Client Information,
would clarify the exceptions to the general 
prohibitions on a member’s disclosure of 
confidential client information without the 
specific consent of the client. The approved 
change would mean that members could dis­
close information to the AICPA Professional 
Ethics Division, to state boards of accountancy 
or as part of a practice-monitoring program.
Members will also vote to eliminate the 
elected position of treasurer and give that 
responsibility to the chairman of the Finance 
Committee, and to eliminate the elected vice- 
president positions and increase to 23 from
21 the number of board members. Elected 
board members would serve staggered three- 
year terms under this revised rule.
Ballots are dated Nov. 15, and mem­
bers would have until Jan. 14, 1992, to cast 
their ballots.
Where State Societies Stand on Rule Change...
Endorsed Change to Rule 505: Alabama, 
Arizona, Arkansas, California, Colorado, 
Connecticut, Delaware, Georgia, Guam, 
Hawaii, Idaho, Illinois, Indiana, Iowa, 
Kansas, Kentucky, Louisiana, Maine, 
Maryland, Massachusetts, Michigan, 
Minnesota, Mississippi, Missouri, Montana, 
Nebraska, Nevada, New Hampshire,
New Jersey, New Mexico, New York,
North Carolina, Ohio, Oklahoma, Oregon, 
Pennsylvania, Puerto Rico, Rhode Island, 
South Carolina, South Dakota, Tennessee, 
Texas, Utah, Washington, West Virginia, 
Wisconsin, Wyoming
Did Not Endorse: District of Columbia, 
North Dakota, Vermont, Virginia
Still to Vote: Alaska, Florida
Has Not Responded: Virgin Islands
SEE DECEMBER’S CPA LETTER FOR REPORTS ON COUNCIL AND ANNUAL MEETINGS
N E W S  B R I E F S
► Committee Members Wanted
There will be approximately 600 openings for AICPA 
members who would like to serve on an Institute committee 
beginning Oct. 1992. To apply, write to: Committee Appoint­
ments Coordinator, AICPA, 1211 Avenue of the Americas,
New York, N.Y. 10036-8775 (no phone calls please).
Members will receive a Committee Booklet listing current 
committees, objectives, major projects, estimated time 
commitments, and a biographical form to complete. To 
ensure being considered for the 1992-93 committee year, 
the biographical form should be returned by Feb. 14, 1992.
► 50-Percent Increase Seen in 
APFS-Exam Takers
A total of 159 CPAs sat for the AICPA’s Accredited Personal 
Financial Specialist (APFS) designation examination on Sept. 27. 
This figure represents a 50-percent increase over the number of 
Institute members sitting for the APFS exam in Sept. 1990. The 
APFS exam will next be given in Orlando, Fla., on Jan. 12, the 
day before the division’s annual technical conference, as well as 
nationwide on Sept. 25 , 1992. For more information, call the 
Personal Financial Planning Division at 800/966-7379.
► AICPA Chairman Receives 
Alumni Award
AICPA Chairman of the Board Gerald A. Polansky recently 
received the Distinguished Alumnus Award from the Account­
ing and Information Systems Department of the University of 
Wisconsin-Madison School of Business. It was the first time 
the university presented the award for outstanding service in 
the accounting profession. Mr. Polansky is a 1957 graduate 
of the school.
► Internal Control Guidelines   
to Be Revised
The Committee of Sponsoring Organizations (COSO) of the 
Treadway Commission has agreed on changes to its March 
exposure draft of the report “Internal Control — Integrated 
Framework.” The changes will help to provide clear, under­
standable guidance to managements that want to improve and 
evaluate their companies’ internal control systems. It also 
will help companies that choose to report to outside parties 
on their internal control systems.
Changes to the exposure draft include clarifying the   
definition of internal control and consolidating components to 
be considered in judging control effectiveness. The revisions 
will be based on the more than 200 comment letters received 
from corporations, academics, government officials, and 
accounting professionals during the public exposure process. 
The final report is expected to be made public in mid-1992.
►Job Openings for CPAs
The Securities and Exchange Commission (SEC) is seeking 
CPAs with three years of experience in public accounting 
or a corporation dealing with SEC disclosure require­
ments. Salary range: $37,924 -  $68,129. Washington, DC, 
location. Applicants should call 202/272-5373 for accoun­
tant package.
The Federal Bureau of Investigation has a job opportu­
nity for a Senior EDP Auditor responsible for supervising 
and evaluating up to eight information systems auditors 
and serving as a member of several review boards. Position 
requires extensive expertise and experience as an EDP 
auditor with emphasis on systems development life-cycle 
reviews. Knowledge of MVS/XA, CICS, ADABAS, SNA 
Network, CA-Examine, and microcomputers is required. 
Candidate must be a U.S. citizen and pass a thorough back­
ground investigation. Salary range: $52,406 -  $68,129. 
Interested CPAs should send a resume to: Federal Bureau 
of Investigation, 10th and Pennsylvania Avenue, NW, 
PAS/ISA, Room 8391, J. Edgar Hoover FBI Building, 
Washington, DC 20535.
The Pension and Welfare Benefits Administration 
(PWBA) of the U.S. Department of Labor is looking for 
CPAs to fill three job openings. It is seeking two CPAs 
with accounting and auditing backgrounds to conduct 
investigations of employee benefit plans for compliance 
with ERISA. Salary range: $44,348 -  $57,650. PWBA also 
has an opening for a CPA to specialize in complex inquiries 
and investigations involving employee stock ownership 
plans and leveraged buyouts. Salary range: $52,406 -  
$68,129. All positions have an application deadline of 
Nov. 25. Contact Ms. Faye Boone, 202/523-6437 for 
applications (Standard Form 171 must be submitted).
►SEC Seeks Applicants 
for Fellowship Program
The SEC is seeking CPA applicants for professional account­
ing fellowships in the Office of the Chief Accountant. During 
two-year terms beginning in 1992, the fellows will study 
and develop proposed federal securities rules. The applica­
tion deadline is Dec. 31. For more information, write to: 
Office of the Chief Accountant, SEC, 450 Fifth St., NW, 
Washington, DC 20549.
►Have You Moved or Changed Jobs?
It is important that all Institute records reflect a member’s 
current status. Please notify AICPA Membership Records 
about any job, business affiliation or mailing address 
change. Send a notice of such changes to AICPA Member­
ship Records, 1211 Avenue of the Americas, New York,
N.Y. 10036-8775; or send via fax, 212/575-5373.
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Questions and Answers on Proposed Change to Rule 505
The following questions and answers deal with the most fre­
quently raised queries on the proposed change to Rule 505,
Form of Organization and Name. Members will be asked to 
vote on the rule change in mid-November. (See page 1.)
Why is the AICPA governing Council proposing 
a change to Rule 505?
AICPA Council wants to provide CPA firms with as much flexi­
bility as possible in establishing and managing accounting 
practices. By modifying Rule 505, AICPA members will create 
an environment leading to a far greater number of options for 
organizing their practices to maximize efficiency and minimize 
liability exposure.
What is the primary benefit of changing the 
current rule?
By giving members additional options for forming their 
practices, the revised rule will provide those concerned about 
liability with greater flexibility in determining how to minimize 
their exposure.
Don’t the PC statutes already help to limit 
CPAs' liability?
Generally, yes. However, the liability protection of PC statutes 
varies from state to state. Depending on the state of incorpora­
tion, a CPA practicing in a PC may have exposure to liability for 
his or her actions as a supervisor or an executive of the firm, 
and for the contractual obligations of the PC. For example, under 
the PC statutes in California, all shareholders carry the same 
unlimited personal liability as partners. Therefore, it is possible 
in a PC for a CPA owner who is not involved in an engagement 
to be jointly and severally liable for the negligent work of 
another owner of the PC.
The modified rule would permit AICPA members to 
choose new organizational forms allowed in their state, some of 
which may limit their liability to a third party to only those cases 
when they have personally breached a duty of care to that party.
What are some other advantages of altering 
Rule 505?
Several states are developing legislation that would essentially 
create a new business entity — the Limited Liability Company. 
This form combines the limited exposure to liability associated 
with corporations with the tax benefits of partnerships. The 
new rule will ensure that members are not hindered from choos­
ing this organizational form, or any other form that may better 
serve their needs.
In addition, the modified rule may allow members to select 
organizational forms that will facilitate their ability to establish 
multi-state practices and enable them to better serve clients who 
operate in more than one state.
Do other professional associations allow their 
members to practice in any form permitted by 
state law or regulation?
Yes. For example, the professional associations for doctors, den­
tists, lawyers, and architects have not prohibited their members
from practicing in the full range of organizational forms, including 
the general corporation. Instead, they rely on state licensing regu­
lations. By revising Rule 505, the Institute would provide its 
members with the same options afforded to other professionals.
Will the rule change allow non-accountants to own 
accounting corporations?
Non-CPA ownership is not a part of this vote. The AICPA requires 
all shareholders of accounting corporations to be CPAs or PAs.
Will allowing members to practice in any organiza­
tional form, including those that limit liability 
exposure to third parties, affect their professionalism 
and their ability to serve the public?
No. The right to practice in a variety of organizational forms does 
not alter members’ obligations to comply with professional stan­
dards. Remember that members practice on the basis of their 
individual licenses, which are at risk if they do not comply with 
those standards. Additionally, the audit and accounting work 
of CPA firms is carefully monitored through the peer review 
program of the Division for CPA Firms or through the Institute’s 
Quality Review Program. Regardless of the form in which they 
practice, members directly responsible for deficient work will 
be held accountable.
Would the revised rule impair the public image 
of CPAs?
It is unlikely that CPAs’ image would suffer. Regardless of form of 
practice, members still must meet specific licensing requirements 
and are required to adhere to high technical and ethical standards.
Would liability insurance rates increase for 
members as a result of this change to Rule 505?
A similar question was raised when the Institute first considered 
allowing CPAs to form as professional corporations. However, 
professional liability underwriters have not charged higher premi­
ums to members practicing as PCs simply because they are PCs. 
There is no reason to believe insurance rates would change if 
members elect to practice in forms currently excluded by Rule 505.
Will there be minimum insurance or capital 
requirements for members electing to choose a 
form of practice currently prohibited by Rule 505?
The revision to Rule 505 does not specify any minimum 
requirements.
Will the new rule enable CPAs to form as 
general corporations?
Presently, a CPA could probably organize his or her practice under 
the general corporation laws. But having done so, the corporation 
would not be able to practice public accounting because of state 
laws and regulations permitting only proprietorships, partnerships, 
and professional corporations to engage in public practice. For 
this reason, the new rule is just the first step in a process to expand 
the range of organizational options available to CPAs. The next 
step will be working with state CPA societies to change local 
laws and regulations.
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Audit and Accounting Guide, Audits o f Common Interest 
Realty Associations (product number 012481), was issued in 
Sept. 1991. The guide, which is effective for year-ends 
beginning on or after Sept. 15, 1991, applies to compilations, 
reviews, and audits of common interest realty associations 
(CIRAs), such as condominiums, cooperatives, timeshare 
associations, and planned unit developments. The guide 
describes conditions and procedures unique to the industry 
and illustrates the form and content of the financial statements 
of CIRAs as well as informative disclosures relating to such 
statements. Price: $22.50.
FASB Issues Exposure Draft on Accounting
The Financial Accounting Standards Board (FASB) has 
issued for public comment an exposure draft on account­
ing for investments with prepayment risk. The proposal 
would apply to accounting by investors or creditors for 
loans, receivables or other debt securities subject to prepay­
ment, including investments such as mortgage loans 
and mortgage-derivative products, as well as callable 
corporate debt.
The proposal would require anticipation of prepay­
ments whenever prepayments are probable, the timing and 
amount of prepayments can be estimated, and the effect
The Accounting Profession in Italy (product number 
010129) is the second edition of a booklet first issued in 
1987. Among other issues, it describes the accounting and 
auditing standards in Italy and compares them with generally 
accepted standards in the United States. Price: $27.50.
To order AICPA publications, write to:
AICPA Order Department, P.O. Box 1003, New York, N.Y. 
10108-1003; or send your order via fax, 212/575-6841. 
Prices do not include shipping and handling.
for Prepayment Risk
on the effective yield of anticipating prepayments would be 
significant. The proposal also would require the effective yield 
to be recalculated and the carrying amount of the investment 
to be adjusted if actual cash flows and estimates of future cash 
flows change as a result of prepayments. That adjustment 
would be required to be recognized currently in income.
Comments on the proposal are due Dec. 31, 1991. For 
one copy of the exposure draft, which is available without 
charge throughout the comment period, write to: FASB Order 
Department, 401 Merritt 7, P.O. Box 5116, Norwalk, CT 
06856-5116, or call 203/847-0700.
New Audit Guide for Certain HUD Programs Available
The U.S. Department of Housing and Urban Development 
(HUD) Office of Inspector General has issued final guidance 
on performing audits of certain HUD programs. The Consoli­
dated Audit Guide for Audits o f HUD Programs applies to 
other than Single Audits of the following programs: Section 8, 
Insured and Co-Insured Multifamily Projects; HUD-Held 
Mortgages and Section 202 Direct Loans; GNMA Issuers 
of Mortgage-Backed Securities; HUD-approved Title I
Nonsupervised Lenders and Loan Correspondents; and Title II 
Nonsupervised Mortgagees and Loan Correspondents. The 
audit guide requires those audits to be performed in accordance 
with Government Auditing Standards issued by the Comptroller 
General of the U.S. The guide is effective for audits of program 
periods beginning on or after Jan. 1 , 1991. Copies of the audit 
guide can be ordered from the U.S. Government Printing Office 
by calling 202/783-3238.
Compliance Supplement to OMB Circular A-133 Issued
Compliance Supplement for Audits o f Institutions o f Higher 
Learning and Other Non-Profit Institutions outlines the major 
compliance requirements that should be considered in an organi­
zation-wide audit of universities and other non-profit institutions 
that receive federal assistance. The publication was issued by the
Office of Management and Budget (OMB) and supplements 
OMB Circular A-133, Audits of Institutions of Higher 
Education and Other Non-Profit Institutions. Copies of the 
supplement (041-001-00363-1) can be ordered from the U.S. 
Government Printing Office by calling 202/783-3238.
GASB Issues Statement 15 on Colleges and Universities
The Governmental Accounting Standards Board (GASB) has 
issued its Statement 15, which provides guidance on the accounting 
and financial reporting models to be used by governmental colleges 
and universities. The Statement also applies to state and local gov­
ernment reporting entities that include colleges and universities.
It is effective for periods beginning after June 15, 1992. For a copy 
of Statement 15, Governmental College and University Account­
ing and Financial Reporting Models, write to: GASB Order 
Department, P.O. Box 30784, Hartford, CT 06150. Price: $6.25 
prepaid, plus 6-percent sales tax for CT orders.
Bibliography Available for Public Sector Accounting and Auditing Material
The Public Sector Committee (PSC) of the International Fed­
eration of Accountants has approved for issuance a Selected 
Bibliography o f Public Sector Accounting and Auditing 
Material. It includes authoritative and non-authoritative pub­
lic sector accounting and auditing publications issued by
countries and standard setting bodies and Supreme Audit 
Institutions in the countries represented by the PSC. For more 
information, write to: Loretta Szabo, AICPA Technical 
Standards and Services, 1211 Avenue of the Americas,
New York, N.Y. 10036-8775, or call 212/575-7260.
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General Update on Economic, Industry, Regulatory, 
and Accounting and Auditing Matters
Issued by the Auditing Standards Division of the AICPA __________________________
NOTICE TO READERS This audit risk alert is intended to provide auditors with an overview of recent economic, industry, 
regulatory, and professional developments that may affect the audits they perform. This document has been prepared by the 
AICPA staff. This document has not been approved, disapproved, or otherwise acted upon by a senior technical committee 
of the AICPA.
Dan  M. Guy Jeanne M. Mebus
Vice-President, Auditing Technical Manager
Auditing Standards Division Auditing Standards Division
INTRODUCTION This alert is intended to help auditors in planning their 1991 year-end audits. Successful audits are 
a result o f a number o f factors, including acceptance o f clients with integrity; adequate partner involvement in planning, 
supervising, and performing audits; an appropriate level of professional skepticism; and the allocation o f sufficient audit 
resources to high-risk areas. Addressing these factors in each audit engagement requires substantial professional judgment 
based, in part, on a knowledge o f professional standards and current developments in business and government.
This alert identifies areas that, based on current information and trends, may be relevant to many 1991 year-end audits. 
Although it does not provide a complete list o f risk factors to be considered and the items discussed do not affect risk in every 
audit, this alert can be used as a planning tool for considering matters that may be especially significant for 1991 audits.
Economic Developments
Implications of the Economic Downturn
The economic distress of 1990 has continued in 1991, and has 
been evidenced by an increase in corporate and personal 
bankruptcies and deteriorating operating results for many 
other businesses. However, by summer, some experts were 
stating that the recession had ended, but these experts also 
were predicting that the economic recovery would be modest 
and slow. Auditors should be aware of what effects the 
recession and the slowness of recovery may have had on 
their clients. Although the impact has been more signifi­
cant in certain regions and in certain industries, few busi­
nesses can be immune when their suppliers, customers, 
and others in the business community have been affected.
The following reminders are equally applicable during 
periods of economic prosperity; however, their effects may 
be more significant or pervasive in the current economic 
climate:
■ Asset valuations should be challenged in considering 
whether amounts are recoverable and the bases of account­
ing are appropriate. The entity’s policies and procedures 
for identifying impaired assets should be adequate in light 
of current conditions.
■ Inappropriate offsetting of assets and liabilities should be 
carefully evaluated.
■ Balances and transactions involving complex valuation 
judgments (for example, real estate held for investment or 
sale, or securities for which there is no ready market) and 
specialized inventories (for example, high-technology com­
ponents and pharmaceutical products) should be carefully 
considered. In some situations, auditors should consider 
using a specialist to review valuations or, possibly, qualita­
tive aspects of inventories, such as obsolescence or damage.
■ Changes in cost-deferral policies and the reasonableness 
of amortization periods should be carefully evaluated.
■ Allowances for doubtful accounts, in general, and loan- 
loss allowances for financial institutions, in particular, 
should be evaluated carefully and thoroughly.
■ Compliance with financial covenants and the necessity to 
obtain waivers from lending institutions to meet current 
requirements should be carefu lly reviewed.
■ Changes in sales practices or terms that may require a 
change in accounting should be identified and considered.
■ The possible effects of trends affecting a client’s indus­
try, such as recurring losses and asset write-downs, and 
the reasons for any changes in accounting practices, should 
be carefully evaluated.
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Going-Concern Problems
The number of U.S. business failures jumped 20 percent 
in 1990, and the trend continued into 1991. The liabilities 
associated with failed businesses were large due to a num­
ber of heavily leveraged businesses that failed after they 
were unable to service their debt in a sluggish economy.
Financial statements are prepared on the assumption 
that an entity is a going concern. Statement on Auditing 
Standards (SAS) No. 59, The Auditor’s Consideration of an 
Entity’s Ability to Continue as a Going Concern (AICPA, 
Professional Standards, vol. 1, AU sec. 341), requires auditors 
to evaluate as part of every audit whether there is substantial 
doubt about the ability of an entity to continue as a going 
concern for a reasonable period of time, not to exceed one 
year beyond the date of the financial statements. Although 
SAS No. 59 does not mandate specific documentation 
requirements, SAS No. 41, Working Papers (AU sec. 339), 
requires documentation of conclusions reached in all audit 
engagements.
The following conditions may indicate a potential problem 
or could jeopardize the continued existence of an entity:
■ Recurring operating losses
■ Working capital deficiencies
■ Default on loan or similar agreements
■ Need to seek new sources or methods of financing, or to 
dispose of substantial assets
■ External matters that have occurred (for example, the 
loss of a principal customer).
For auditors of public companies, guidance about 
going-concern matters is included in the Securities and 
Exchange Commission’s (SEC’s) Financial Reporting 
Release (FRR) No. 16, Rescission of Interpretation Relating 
to Certification of Financial Statements.
For auditors reporting on financial statements prepared 
on a liquidation basis of accounting, guidance is included 
in the auditing interpretation “Reporting on Financial 
Statements Prepared on a Liquidation Basis of Accounting” 
(AU sec. 9508.33). For entities that have filed petitions 
with the Bankruptcy Court and expect to reorganize under 
Chapter 11 of Title 11 of the Federal Bankruptcy Code, 
guidance can be found in the AICPA Statement of Position 
(SOP) 90-7, Financial Reporting by Entities in Reorganization 
Under the Bankruptcy Code (AICPA, Technical Practice 
Aids, vol. 2, sec. 10,460).
Unpaid Fees
Given current economic conditions, there may be an increase 
in the number of clients that have not paid all of their fees 
for prior services rendered by their CPA firms. Interpre­
tation 52, “Unpaid Fees,” under Rule 101, Independence, 
of the AICPA Code of Professional Conduct (AICPA, 
Professional Standards, vol. 2, ET sec. 191.103), states that 
independence is considered to be impaired if, when the 
current year’s audit report is issued, fees remain unpaid,
whether billed or unbilled, for all professional services 
performed more than one year prior to the current report 
date. For example, for a report dated March 31, 1992, all 
fees for professional services through March 31, 1991, must 
be paid before the issuance of the audit report for the 
current year.
Environmental Matters
The subject of environmental liabilities was discussed in 
Audit Risk Alert—1990 (see The CPA Letter, December 
1990) and continues to be of interest to investors, the SEC, 
and creditors.
The auditor should consider, through inquiries of 
management, whether the entity or any of its subsidiaries 
has been designated as a “potentially responsible party” 
(PRP) by the Environmental Protection Agency, or other­
wise has a high-risk exposure to environmental liabilities. 
When more than one PRP is associated with a contami­
nated site, each party may be contingently liable for the 
full amount of cleanup costs and fines, due to the joint and 
several nature of environmental laws. Such exposure could 
result in the need for an entity to accrue for cleanup costs 
or disclose a contingency, and possibly, necessitate the 
addition of an explanatory paragraph in the audit report.
Examples of “red flags” that may indicate an 
increased risk of an entity’s exposure to environmental 
liabilities include the following:
■ Participation in a real estate transaction or corporate 
merger
■ The purchase of land at a price significantly below local 
market prices (a possible “bargain” sale due to environ­
mental risk)
■ Aborted transactions that involved the client as a seller 
of real property
■ Piecemeal sale of assets (while retaining real property)
■ The acquisition of new or increased insurance coverage 
against environmental risks or liability to third parties.
The AICPA frequently receives inquiries about how to 
account for environmental contingencies and liabilities and 
the related audit consequences. The applicable accounting 
literature includes Financial Accounting Standards Board 
(FASB) Statement No. 5, Accounting for Contingencies 
(FASB, Current Text, vol. 1, sec. C59), and Interpretation 
No. 14, Reasonable Estimation of the Amount o f a Loss 
(FASB, Current Text, vol. 1, sec. C59). In addition, guidance 
is included in the FASB’s Emerging Issues Task Force 
(EITF) Issue 89-13, Accounting for the Cost of Asbestos 
Removal, and Issue 90-8, Capitalization of Costs to Treat 
Environmental Contamination. In applying the accounting 
literature, auditors should be alert to the possibility of an 
inappropriate delay of the accrual of an environmental loss 
until sufficient information is available to determine the
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best estimate of the liability. Interpretation No. 14 requires 
entities to accrue a loss contingency when the estimated 
loss is within a range of amounts.
The applicable auditing guidance is found in SAS No. 12, 
Inquiry o f a Client's Lawyer Concerning Litigation, Claims, 
and Assessments (AU sec. 337); SAS No. 54, Illegal Acts 
By Clients (AU sec. 317); and SAS No. 57, Auditing 
Accounting Estimates (AU sec. 342).
For SEC registrants, disclosure is governed by Regula­
tion S-K, Item 101, “Description of business” ; Item 103, 
“Legal proceedings”; Item 303, “Management’s discussion 
and analysis of financial condition and results of operations”; 
and FRR No. 36, Management's Discussion and Analysis 
of Financial Condition and Results of Operations.
New Auditing Pronouncements
New Standard Confirmation Form
When confirming cash and other information with finan­
cial institutions, auditors should use the new “Standard 
Form to Confirm Account Balance Information with 
Financial Institutions” and the accompanying illustrative 
letters (effective for confirmations mailed on or after 
March 31, 1991). The new form only provides for confir­
mation of deposit and loan balances. To confirm other 
transactions and arrangements, auditors should send a 
separate letter, signed by the client, to a financial institution 
official responsible for the financial institution’s relationship 
with the client or knowledgeable about the transactions 
or arrangements. Copies of the new confirmation form 
(No. 057509) are available from the AICPA Order 
Department at (800) 334-6961 (outside New York) or 
at (800) 248-0445 (New York only).
New SAS on Internal Auditing
In April 1991, the Auditing Standards Board (ASB) issued 
SAS No. 65, The Auditor’s Consideration of the Internal 
Audit Function in an Audit of Financial Statements (AU 
sec. 322), effective for audits of financial statements for 
periods ending after December 15, 1991. The SAS super­
sedes SAS No. 9, The Effect o f an Internal Audit Function 
on the Scope of the Independent Audit, and incorporates 
the terminology and concepts of more recent SASs, parti­
cularly SAS No. 55, Consideration of the Internal Control 
Structure in a Financial Statement Audit (AU sec. 319).
The most important revision is the inclusion of guidance 
on assessing the extent to which the internal auditors’ work 
can affect the scope of the audit, particularly in key audit 
areas. SAS No. 65 notes that as materiality, the risk of 
misstatement, and the subjectivity involved in evaluating 
the audit evidence increase, the greater the need for the 
independent auditor to perform the audit work. SAS No.
65 continues to allow the independent auditor considerable 
latitude in determining the effect of internal auditors’ work
on lower-risk audit areas. However, the internal auditors’ 
work should be tested by the auditor and, when the effect 
is more significant, the tests should be more extensive.
New SAS on Communications About 
Interim Financial Information
In June 1991, the ASB issued SAS No. 66, Communication 
of Matters About Interim Financial Information Filed or to 
Be Filed With Specified Regulatory Agencies—An Amendment 
to SAS No. 36, Review o f Interim Financial Information 
(AU sec. 722). This SAS establishes requirements for an 
auditor to communicate to management and, in certain 
situations, to audit committees, information about probable 
material misstatements affecting interim financial informa­
tion filed or to be filed with the SEC, the Comptroller of 
the Currency, the Federal Deposit Insurance Corporation, 
the Federal Reserve System, or the Office of Thrift 
Supervision. SAS No. 66 is effective for interim financial 
information filed or to be filed for interim periods ending 
after September 15, 1991.
New SAS on Confirmations
In November 1991, the ASB issued SAS No. 67, The 
Confirmation Process (AU sec. 330), effective for audits of 
fiscal periods ending after June 15, 1992. This SAS pro­
vides practitioners with expanded guidance for using con­
firmations as audit evidence. Results from peer reviews 
have indicated that practitioners do not always design and 
evaluate confirmations properly.
Here are some considerations when using confirmations:
■ Prior Experience—Reviewing results from prior years’ 
audits or audits of similar types of entities, such as response 
rates and identified misstatements, can be helpful in 
designing the current year’s requests. For example, prior 
years’ results might indicate that respondents’ accounting 
systems may facilitate the confirmation of transactions 
rather than account balances.
■ Nature of Information Being Confirmed—Auditors 
should consider the substance of transactions being con­
firmed in determining the information to include on the 
confirmation request. In certain cases, auditors may want 
to confirm the terms of agreements or transactions in addi­
tion to the amounts. For example, if inherent and control 
risks over the occurrence of revenues related to an unusual, 
year-end sale of software are assessed as high, the auditor 
should consider using confirmation requests to confirm the 
terms of recorded transactions related to those revenues.
The auditor should also consider whether there may 
be oral modifications to agreements, such as unusual 
payment terms or liberal rights of return. When the auditor 
believes there may be oral modifications, he or she should 
inquire about them and consider including those details in 
the confirmation request.
The CPA Letter / November 1991 ■ 4c
Audit Risk Alert -  1991 (continued)
■ Respondent—The respondent’s objectivity and freedom 
from bias with respect to the audited entity can directly 
affect the quality of the confirmation. Especially for sig­
nificant, unusual year-end transactions that have a material 
effect on the financial statements, the auditor should apply 
a greater degree of professional skepticism in evaluating 
the respondent.
■ Negative Confirmation Requests—Negative confirma­
tions may be used as a substantive procedure to reduce 
audit risk only when three conditions are met: (1) the com­
bined assessed level of inherent and control risk is low,
(2) a large number of small balances is involved, and
(3) the auditor has no reason to believe that the recipients 
of the requests are unlikely to give them consideration.
Forthcoming Guidance on GAAP Hierarchy
The ASB plans to issue by January 1, 1992, a SAS that will 
revise the GAAP hierarchy in SAS No. 5, The Meaning of 
“Present Fairly in Conformity With Generally Accepted 
Accounting Principles” in the Independent Auditor’s Report 
(AU sec. 411). Current plans would change the authority, in 
the GAAP hierarchy, of AICPA SOPs, Audit and Account­
ing Guides, and Practice Bulletins, as well as FASB EITF 
consensuses. Also, the proposed revisions would establish 
two parallel hierarchies: one for state and local govern­
mental entities and one for nongovernmental entities.
The proposed revisions would require, for example, a 
nongovernmental entity that follows an industry accounting 
practice to change to an accounting treatment specified by 
AICPA SOPs that become effective after December 15, 1991. 
Also, since consensus positions of the EITF would have a 
greater authority than they do in the existing GAAP hierarchy, 
nongovernmental entities would be required to change their 
current accounting practices if they differed from EITF 
guidance issued after December 15, 1991. Practitioners 
should be alert to any changes in the final SAS, which will 
be effective for audits of financial statements for periods 
ending after December 15, 1991.
Exposure Draft on Service Organizations
On February 27, 1991, the ASB issued an exposure draft of 
a proposed SAS titled Reports on the Processing o f Trans­
actions by Service Organizations. The proposed SAS will 
supersede SAS No. 44, Special-Purpose Reports on Internal 
Accounting Control at Service Organizations (AU sec. 324), 
which provides guidance to practitioners engaged to audit 
the financial statements of an entity that uses a service 
organization. SAS No. 44 is being revised to bring it into 
conformity with the requirements and conceptual frame­
work established in SAS No. 55. An example of a service 
organization is a bank trust department that provides 
investment or administrative services to an employee 
benefit plan. If a user organization is affected by internal 
control structure policies and procedures at a service 
organization, the user auditor may find a service auditor’s
report helpful in gaining an understanding of an entity’s 
internal control structure and in assessing control risk. The 
SAS is scheduled to be issued in the first quarter of 1992 
and tentatively will be effective for audits of financial 
statements for periods ending after December 15, 1993, and 
for service auditors’ reports dated after December 15, 1992.
Audit Communication 
and Reporting Issues
Communications Between 
Predecessor and Successor Auditors
SAS No. 7, Communications Between Predecessor and 
Successor Auditors (AU sec. 315), requires the successor 
auditor to attempt certain communications before accepting 
an engagement. Research shows that these inquiries some­
times are not made. SAS No. 7 requires inquiries to be 
made about facts relating to client integrity; disagreements 
with the client about accounting principles, auditing proce­
dures, and other similar matters; and the predecessor’s 
understanding of the reasons for the change of auditors. 
SAS No. 7 describes other communications that should 
be considered by the successor auditor and requires the 
predecessor auditor to respond promptly and fully to the 
successor’s inquiries unless he or she indicates that the 
response is limited.
Reporting on Uncertainties
SAS No. 58, Reports on Audited Financial Statements 
(AU sec. 508), requires an auditor to add an explanatory 
paragraph (after the opinion paragraph) to the standard 
report when a material uncertainty is expected to be 
resolved at a future date. Examples of such uncertainties 
include lawsuits against the entity and tax claims by tax 
authorities when precedents are not clear. Because resolu­
tion is prospective, management sometimes cannot estimate 
the effect of an uncertainty on the entity’s financial state­
ments. However, in some cases, other situations in which 
management asserts that it is unable to estimate certain 
financial statement elements, accounts, or items, have been 
inappropriately treated as uncertainties.
Generally, matters that relate to typical business oper­
ations and the outcomes of which depend on the actions of 
management should be susceptible to reasonable estimation 
and, therefore, are estimates inherent in the accounting 
process—not uncertainties. An assertion by management 
that it is not able to estimate in these situations should 
raise concerns about the possibility of financial statement 
misstatement or a scope limitation. If the auditor believes 
that financial statements are materially misstated, a qualified 
or adverse opinion is required due to the GAAP departure. 
A scope limitation should result in a qualified opinion or a 
disclaimer of opinion. An explanatory paragraph describ­
ing an uncertainty may be included in the audit report only 
after the auditor has determined that the financial statements 
are prepared in accordance with GAAP.
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Eric Schindler Offers an Update for Members in Industry
In July, the AICPA Board of Directors approved a recommen­
dation of the Special Committee on Governance and Structure 
to elevate the Industry Committee to an executive committee 
and to expand its charge. The Financial Manager’s Report 
(FMR) interviewed Eric Schindler, V.P. Finance & Adminis­
tration for Columbia Paint Co. in Spokane, Wash., and 
chairman of the Members in Industry Executive Committee, 
about recent developments and upcoming projects affecting 
members in industry.
Eric Schindler
FMR: Why was the Industry Committee made an execu­
tive committee?
ES: This was done to ensure that the AICPA’s growing 
number of members in business and industry is 
properly served by the Institute. The establishment 
of a Members in Industry Executive Committee 
allows for the formation of standing subcommittees, 
which will provide the resources necessary to better 
focus on professional issues, continuing professional 
education, publications, communications, and other 
areas that impact industry CPAs. Industry members 
represent more than 40 percent of the Institute 
membership and is the fastest growing membership 
segment. Within the next few years, the number of 
industry members may very well surpass the number 
of members in public practice.
FMR: How will the Members in Industry Executive
Committee interact with the newly formed Man­
agement Accounting Executive Committee?
ES: It’s important to understand the distinction between 
these two groups. The Management Accounting 
Executive Committee is a technical group established 
to develop programs for all members, including those 
in public practice, who have interests in management 
accounting topics. The Members in Industry Execu­
tive Committee is a membership group whose
purpose is to represent its constituents by providing 
input on all issues affecting industry members.
FMR: What are the major projects now under the 
direction of the Members in Industry Execu­
tive Committee?
ES: Several things come to mind. The National Industry 
Conference, held each spring, is a major event. Last 
year a record 844 industry members attended the 
2 -½ day conference. The 1992 Industry Conference 
is scheduled for May 7 -9  in Boston and will offer 
20 hours of CPE credit.
We are improving communications to industry mem­
bers by publishing this Financial Manager’s Report 
in The CPA Letter on a quarterly basis.
The committee has published its first “how-to” 
booklet, Holding Down Health Care Costs: A Guide 
for the Financial Executive. We plan to continue 
publishing similar guides on an ongoing basis.
Each spring the committee holds a one-day meeting 
with representatives of state CPA society industry 
committees. This meeting provides an excellent 
forum for states to exchange ideas on how to best 
meet the needs of industry members. This conference 
will be held in Boston on May 6, the day prior to the 
National Industry Conference.
A task force of the Members in Industry Executive 
Committee has been established to assist the Profes­
sional Ethics Executive Committee in determining 
and communicating the applicability of the AICPA 
Code of Professional Conduct to members in industry.
Also, the committee continues to provide comments 
on professional issues impacting industry members. 
Comments were recently submitted on the proposed 
Uniform Accountancy Act and the exposure draft on 
internal control published by the Committee of Spon­
soring Organizations of the Treadway Commission.
FMR: What do you feel are the most critical issues for 
members in industry?
ES: Since continuing professional education is mandatory 
for Institute membership, the availability of quality, 
cost-effective and relevant CPE for industry members 
is my most critical concern.
(continued on next page)
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Additionally, there are two important issues that I see 
together because each requires enhanced communica­
tions efforts by the AICPA. The first is that for the 
CPA designation to remain the premier financial 
designation for industry members, the Institute needs 
to convince employers of the value of the designation 
for their employees. The other is that industry CPAs 
need a way to provide input into professional, regula­
tory and legislative issues that impact those of us in 
industry. Having a Members in Industry Executive 
Committee will help with these efforts.
FMR: How has the role of industry CPAs within the 
Institute and the profession changed in recent 
years? How do you see it five years down the road?
ES: The role of the industry CPA has changed as
dramatically as the profession has changed in recent 
years. For example, to strengthen their position as 
a self-regulated profession, CPAs have committed 
to maintaining the highest standards of profession­
alism. One result of this commitment was the 
establishment of a continuing professional education 
requirement as a condition for membership.
Another was the extensive revision of the Code of 
Professional Conduct. Because both of these 
changes encompass all members, the level of profes­
sional responsibilities of members in industry is
Strategies to Contain Health Care Costs
“No one strategy for containing health care costs can work 
for all employers,” according to Holding Down Health Care 
Costs: A Guide fo r  the Financial Executive. The book is the 
first of a series of educational and reference books sponsored 
by the Members in Industry Executive Committee to assist 
CPAs in business and industry.
Even the best-planned strategies and programs can produce 
unexpected results. But considering today’s costs and projec­
tions for future increases, no employer can afford to overlook 
all opportunities to keep costs in line with funding capability. 
Management must decide what benefits to provide and how 
to provide them.
The book describes how to develop cost-saving strate­
gies, tailored for your company, by taking the following steps:
1) Determine where and why your costs are high. Are they 
generally higher among particular groups, such as depen­
dents or retirees? Are costs due to a few catastrophic cases or 
to specific benefits? Compare the costs with prior periods 
and with those of similar employers in your area.
2) Reconsider the types and level of benefits offered. Do
they contribute significantly to recruitment, employee reten­
tion and morale? Is your objective to protect employees from 
calamitous expense, or to provide a form of compensation by 
paying for all but the most trivial of expenses? What are sim­
ilar companies doing? Evaluate benefits not being offered 
that can substitute for benefits being offered. List the benefits
much higher now than it was a few years ago.
Five years from now industry members will most 
likely be the largest single membership segment 
within the AICPA. The new executive committee 
status and future subcommittee structures will enable 
industry member representatives to meet our dynamic 
and diverse needs more effectively.
FMR: What can an individual member do to have more 
voice within the profession?
ES: I encourage industry members to get involved in their 
profession. Consider local chapter committee or 
member forum involvement. Become active at the 
state society level. Also, consider volunteering for 
AICPA committee service. Each fall The CPA Letter 
publishes a call for volunteers for committee service. 
Many committees are looking for qualified industry 
members. And the new industry subcommittees 
will provide more opportunities for you to become 
involved in AICPA activities.
As an individual CPA, respond to professional, regu­
latory and legislative issues that affect you. This is 
your profession and it is constantly changing. We 
need more input from industry members concerning 
those changes and overall membership needs. It’s 
the only way we can serve you.
that absolutely must be maintained and those you can add, 
costs permitting.
3) Decide who should pay what and how much. For exam­
ple, how much cost can employees accept? Consider making 
part of an employee’s share tax deductible through a flexible 
spending account. Consider some self-funding to capitalize 
on favorable experience areas uncovered in Step 1.
4) Obtain bids and proposals from health care providers.
Resist evaluating proposals on price alone. Overall prices 
can change drastically in future years. Price changes among 
coverage components will change based on your company’s 
claims experience.
5) Get employees involved. Communicate promptly with 
employees with preliminary notices of changes and the 
reasons for them. An employee committee might share the 
task of selecting a provider.
6) Manage the program to see what works and what 
does not. Assign responsibility for evaluating claims and 
costs and comparing experiences with those of similar 
groups to pinpoint problem areas.
Even large companies with the expertise to make the 
necessary evaluations often rely on professional advice 
from benefits consultants, insurance companies, and cost- 
containment firms. Relate consulting fees to projected 
long-term savings, not just immediate cost reductions.
(continued on next page)
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Small companies, those with fewer than 50 employees, 
have been hard hit by health care cost increases. They are 
especially vulnerable to state-mandated benefits. Some states 
have recognized the burden; smaller employers should check 
whether relief is available from the state.
To order Holding Down Health Care Costs: A Guide
How to Improve Your Negotiating Skills
It’s all too common a story today: A banker refuses to 
increase a company’s credit line. “You’re unable to repay 
your current balance and you’re telling me you want to 
borrow more?,” asks the banker with a look of surprise.
“Yes,” the CFO replies.
“Well, there is no way I can raise your credit limit,” says 
the banker.
“All right,” responds the CFO. “But let me suggest this: 
The line stays where it is for now with a moratorium on prin­
cipal and interest payments until the end of the year. Then 
we can start a reduction program.”
This CFO, who was prepared for the banker’s answer, 
changed the negotiation. “He is not negotiating from weak­
ness,” says Somers White, president of Somers White Co., 
management and financial consultants in Phoenix, Ariz. 
White talked about negotiating at the AICPA’s National 
Industry Conference in April.
“The banker does not want to push the borrower into 
a serious financial position. The CFO knows that he and the 
banker must collaborate to solve the problem so that each 
benefits in the long term,” says White. “And he makes an 
interesting move by turning a ‘no’ into a mutual trade-off 
where each party concedes something.” According to White 
it is generally not a good idea to give the first concession 
unless it is a minor one. There were no threats or manipula­
tion. These two professionals wanted to solve a problem and 
get the best deal.
Both Parties Must Win
The CFO needs to conserve cash for the rest of the year. 
The banker doesn’t want to increase the loan but does want 
to keep the customer. “In this situation,” says White, “the 
chances are good that both parties will get what they want. 
And that’s the key to successful negotiations. Unless both 
parties feel they win, they both lose.”
Needing to conserve cash, the CFO might have been 
intimidated by the banker. Bankers can project an aura of 
power and appear less flexible than they really are. But the 
CFO assessed the banker’s needs, which were to ensure that 
the loan be repaid, to continue the bank-customer relation­
ship and to earn a fair profit.
Come With Power
The CFO came into the meeting with considerable 
power and leverage by being prepared, flexible and credible. 
“About 90 percent of how well a negotiator does is determined 
before the negotiations start,” says White. “The CFO under­
stands the banker’s position and commands his respect.
fo r  the Financial Executive (product number 090050), write 
to: AICPA Order Department, CL1191, P.O. Box 1003,
New York, N.Y. 10108-1003; send your order via fax, 
212/575-6841; or call 800/334-6961, or 800/248-0445 in 
New York State. Ask for Operator CL1191. Price: $12.50, 
not including shipping and handling.
“Power in negotiations is not the ability to squeeze 
every last drop from an adversary. That seldom is 
possible or advisable,” says White. “The CFO could have 
exercised ultimate power by pulling out a gun and 
demanding cash.”
White lists four keys to achieving real power in 
negotiations:
1) Questions — Persuade people by asking questions instead 
of telling them what you think they want to hear. “The CFO 
can question the banker on many possible alternatives but 
must listen carefully to the answers. That’s more important 
than being articulate and forceful,” says White.
2) Knowledge — Do your homework and be prepared for a 
variety of developments. Have a fall-back position.
3) Notes — “The palest ink is better than the best memory. 
People are impressed when you take notes because it makes 
them feel important,” says White. “But get permission in 
advance because it can be intimidating.”
4) Time — Those who have the most time tend to make 
good deals. The CFO has time and gives the banker time.
The negotiation may take more than one meeting.
In this example, the negotiation can lead to various out­
comes. The CFO may ask how long the bank is willing to 
wait for payment. Can he defer principal and interest, or only 
principal? He may want to establish a temporary deal, rene­
gotiate the credit agreement, concede to a higher interest rate 
or offer collateral. “But don’t concede more than one point at 
a time, and try to match important concessions with equal or 
more important ones,” advises White. “Remember, espe­
cially if time is on your side, that 80 percent of concessions 
are often made during the last two percent of a negotiation.” 
Some more tips. “The most lopsided deals are made 
over the telephone because one party is often not prepared,” 
says White. “There is pressure for things to happen. Choose 
your negotiating medium carefully. Practice. If you haven’t 
gotten the best deal, be a sport and leave the door open for 
future talks.” Remember, the negotiator’s job is to:
■ Create options.
■ Keep the other party from doing something he or she 
will regret.
■ Make the other party feel like a winner.
The successful negotiator knows both parties must 
benefit. “With that attitude a negotiator, whether dealing 
with bankers, bosses, employees, customers, spouses or 
others, finds more partners and fewer adversaries. And 
under those conditions negotiating is fun,” says White.
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In Search of the Optimal Credit Policy: Consider Six “C”s
Credit decisions, unlike decisions in all other departments 
but sales, have a direct impact on a company’s sales and 
profits. Deny credit to creditworthy customers and you’ll 
probably drive them to competitors who then get the sales 
and profits. Top management must deal with a built-in con­
flict in its credit policy: If its policy emphasizes customer 
credit-worthiness, it may grant too little credit, but if it 
focuses on moving inventory, it may grant too much.
“The key to developing the optimal credit policy is to 
focus on maximizing profits rather than on minimizing 
losses,” says Raymond Ruzek, of Ruzek O’Malley Bums, a 
CPA firm in Newtown, Conn. “Management must avoid an 
emotional approach. A credit policy should aim at optimiz­
ing cash flow and profit while considering risk,” he says. 
Risk is a fact of life in business. It is management’s job to 
identify, accept and control it. Ruzek writes about credit 
management as co-author of the AICPA’s new course, 
Strategic Cash Management. The course is part of the Insti­
tute’s Certificate of Educational Achievement program in 
financial management.
“Policy also should focus on the two basic types of 
credit errors: rejecting an acceptable risk and accepting a 
substandard risk,” says Ruzek. “Trying too hard to avoid 
either error is costly. The policy should prevent the sales 
manager from grasping the last sales dollar regardless of risk 
or the credit manager from seeking total risk avoidance.”
Today’s credit managers have qualitative and quantita­
tive tools available to evaluate customers. The established 
qualitative approaches incorporate the five Cs of credit:
■ Character. Is the customer willing to pay?
■ Capacity. Does the customer have the ability to pay?
■ Capital. Does the customer have the short-term resources 
to pay?
■ Collateral. Can the customer pledge short- or long-term 
assets?
■ Conditions. Is the economic situation a factor for the 
customer and seller?
“But it pays to consider a sixth C, Competition,” says 
Ruzek. “If your competitors loosen credit, you may have to 
follow to avoid losing sales and profits.”
More business credit managers today also are using 
quantitative measures, such as statistical analyses and scor­
ing, to set acceptable credit standards. The credit policy 
should allow the credit manager to focus on the facts of each 
case, work without undue interference in decisions, avoid 
unnecessary and unreasonable risk, seek guidance for 
exceptional requests for credit, and react quickly to trouble. 
“However, one thing often overlooked,” says Ruzek, “is 
professional development. The credit manager should be 
knowledgeable about available techniques and the latest 
advancements in the field.”
Who sets the credit policy? “Top management,” says 
Ruzek. “That is the only way to bring sales and credit objec­
tives together to support corporate objectives.” Financial 
management should consider the cost of extending credit, 
and sales management must consider the competitive issue.
A final consideration has to do with the product. Should 
there be a uniform credit standard for all products? Some 
products may have a higher gross profit than others, and some 
products may cost more to track or manage credit. “The credit 
manager can make a huge contribution in this area by quanti­
fying the activity costs,” says Ruzek. (For a discussion of 
activity-based cost accounting, see The CPA Letter, July 1991.)
Credit managers, like other company managers, deal 
with probabilities of outcomes. “If products vary greatly in 
profit and cost, a policy that permits different credit stan­
dards can produce higher profits,” says Ruzek. For example, 
if a product’s profit multiplied by the probability of collect­
ing is greater than its cost multiplied by the probability of not 
collecting, the sale can be made. In brief, a credit standard 
can be somewhat looser for the high-profit product.
Whatever management’s credit decisions are, they need to 
be rooted in quality information assessed by those in the know. 
That’s where your expertise as an industry CPA comes in.
Industry CPAs Urged to Apply for Committee Service
The November issue of The CPA Letter features a notice ask­
ing for AICPA members to serve on committees for the
1992-1993 year. The Members in Industry Executive Com­
mittee encourages members in industry to be active in 
leading the profession by volunteering for Institute or state 
society committee service.
With AICPA membership ranks approaching 41 percent 
for CPAs in business and industry, many AICPA committees 
are aggressively seeking representatives from that member­
ship segment to shed light on the needs of industry CPAs. 
Committee members are an important part of the decision­
making process, and are therefore on the cutting edge 
of regulatory and technical changes affecting an employer’s 
business. The Members in Industry Executive Committee 
urges you to consider serving next year. Industry members 
with questions about AICPA committee service should 
write to: Thomas J. Lemmon, technical manager, Industry, 
at the AICPA.
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Survey Shows Firms 
Hiring More Women
More than half of the new accounting 
graduates hired by public accounting 
firms in 1990 were female, according 
to a study released by the American 
Institute of Certified Public Accoun­
tants (AICPA).
The twenty-first edition of The Sup­
ply o f  Accounting Graduates and  the 
Demand fo r  Public Accounting Re­
cruits revealed that although 1990 
accounting graduates were evenly 
divided by gender, 59 percent of the 
new graduates hired by public ac­
counting firms in 1990 were female.
The 1991 report includes the re­
sponses of 788 colleges and univer­
sities with accounting programs and 
19,300 public accounting firms. For 
the first time, the survey includes 
responses from sole practitioners and 
small firms, in addition to all firms 
with more than 10 aicpa members.
(continued on page 5)
Awards Announced
AICPA Minority 
Scholarships
The American Institute of Certified 
Public Accountants has awarded 
$456,500 in scholarships to minority 
students in accounting for the 1991- 
1992 academic year.
Since the program’s inception in 
1970, the aicpa Minority Recruitment 
and Equal Opportunity Committee 
has awarded over $4.9 million in 
scholarship aid to more than 5,800 
students. The awards for this academ-
(continued on page 5)
Point of View
ACCOUNTING EDUCATION IN THE ’90s 
AND BEYOND
by Ray Groves, CPA
The author is Chairman o f Ernst & Young. This article is adapted from  remarks m ade by Mr. Groves 
a t the 75th Annual Meeting o f the American Accounting Association, held a t Nashville, Tennessee, 
in August 1991.
The aaa is to be commended for encouraging all of us in practice to be more 
actively involved in addressing the challenges of our profession. The 1990s will 
indeed be a decisive decade for the accounting profession in practice, in 
corporate management, and in educational institutions. With these ideas in mind, 
I would like to share some thoughts on the question,“What changes are needed 
in higher education over the next decade and beyond?”
Evidence of fundamental change is all around us. The profession is confronting
challenges to the dimensions of 
its very role. Universities are 
questioning many heretofore 
sacred cows—like tenure. There 
are severe budget constraints 
under which many universities 
are operating today. The prac­
ticing profession, too, is not 
immune from the financial 
impact of the recession.
The models that carried us 
through the past decades may 
no longer be sufficient to serve 
us in the ’90s.
And so, my initial response to 
the question of changes in the 
next decade and beyond is: 
Let’s first focus on what we 
need to do now  to ensure we 
are still in existence and rele-
A Nondisclosed 
CPA Examination
by James D. Blum, Ph.D., CPA
Recently, the aicpa Board of Examiners deter­
mined that the Uniform cpa Examination 
should become “nondisclosed” beginning in 
May 1996. In a nondisclosed examination, 
questions and answers are not published, i.e., 
not released to candidates, the profession, or 
the public after the examination has been ad­
ministered.
Since 1917, when the Examination was first 
offered, the questions and unofficial answers 
have been published. This practice is unique 
among large-scale professional licensure 
examinations.
(continued on page 3) (continued on page 2)
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college campus and the standards-setting institutions, those 
questions too often went unasked—and unanswered. And 
yet, as fasb Chairman Denny Beresford has pointed out, 
research is fundamental to the standards-setting process.
Denny recently described what he perceives as a need for 
expanding the scope of financial reporting research. He 
observed a narrowing focus of such research, and asked 
academics to question bow to improve existing financial 
reporting, rather than only asking if a particular standard 
did improve financial reporting.
He expressed the view that, too often, issues are re­
searched only after a standard has been issued—for exam­
ple, to assess the effectiveness of a standard, or to deter­
mine whether it was based on valid assumptions.
This type of research is necessary and valuable, of course. 
But Denny’s main point was that his academic colleagues 
could make a greater contribution to improved standards 
setting by taking a broader view of research. More research 
into “before the fact” questions is needed. These questions 
need to be analyzed while proposed standards are still in 
process, or, as he points out, “better yet, even before 
deliberations begin.”
By providing new insights into issues, academic research­
ers not only can contribute to the content of standards,
they also can help the fasb 
determine what standards 
should be issued or be 
placed on the agenda for 
consideration.
Obviously, this is a case 
where greater dialogue is 
needed. Researchers will 
benefit from a better un­
derstanding of the end- 
users’ needs, and certainly practitioners and standards- 
setters will benefit from new insights into how research 
might be better applied.
Of equal significance to the practicing profession was 
what we perceived as an imbalance in the universities’ 
reward systems. We failed to see sufficient recognition given 
in promotion, compensation, and tenure decisions to 
applied research and teaching excellence. We thought the 
scale was out of balance—and maybe it still is.
Today's challenges call fo r  total 
involvement across all segments 
of the accounting community . . .
vant in the year 2005.
Today’s challenges call for total involvement across all 
segments of the accounting community—your involvement, 
and our involvement. We all have a vested interest in higher 
education. In some cases, we will need to forge new 
alliances. For many of us, it will require getting involved in 
new areas: contributing our diverse perspectives, thoughts, 
and efforts to meeting challenges such as:
• Strengthening the linkage between researchers’ 
efforts and the needs of the users of that research;
• Implementing new educational practices in the 
classroom; and
• Revising the accounting curriculum to meet today’s 
challenges.
Progress in each of these areas will only come about 
through cooperative efforts that involve educators and 
researchers, practitioners, standards-setters, and others.
HISTORICAL PERSPECTIVE
Let me share an historical perspective on the nature of the 
relationship that we in 
practice have shared with 
you in the university com­
munity. This relationship 
has been a mutually sup­
portive one in many ways.
The practicing profession 
has historically supported 
higher education through 
its funding of research, 
symposia, and professorships, for example. Universities have 
been instrumental in the growth of accounting practice, 
through the ability to attract and educate some of the 
nation’s finest young people.
And yet, in other ways, our relationship might be de­
scribed as benignly tolerant. One illustration of this less 
productive aspect of our relationship in years past is seen 
in the requests from professors to gain access to our work 
papers and files for research or teaching materials.
We in the profession have frequently been reluctant to 
open these files to you. In part, this has been because of 
concerns for client confidentiality and, in some cases, 
possible litigation; but, in part too, because we failed to see 
(or understand) the relevance these files played in the 
research and articles that were published. More importantly, 
we also failed to see the current practical relevance in your 
research.
Standards-setters too often have expressed a certain 
amount of frustration while searching through the pub­
lished findings of academic researchers. They naturally have 
questions—“Is this research relevant to my efforts?” and 
“What is its significance?”
Without regular lines of communication between the
Point of View (continued from front page)
TODAY
The aaa is taking a leadership role in meeting these chal­
lenges. In keeping with its emphasis on involvement, the 
aaa is bringing together academic leaders, standards-setters, 
preparers, auditors, and analysts to address these and other 
key issues in the field of research on financial reporting.
The major firms welcome the opportunity to support this 
dialogue through three annual conferences—the first of 
which will be held in December at Harvard University. As 
these efforts go forward, I believe that we will see new 
avenues of research being pursued, resulting in new and
(continued on page 6)
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1991-92 Division Update Illinois Becomes Eighteenth State to Adopt 150 Hours
AICPA Academic and 
Career Development
The aicpa ’s Academic and Career De­
velopment Division (formerly Rela­
tions with Educators) serves members 
in education, state societies, students, 
and firms. Its objectives are:
• To work aggressively to attract 
qualified people into the pro­
fession and the Institute, and 
to retain them after they en­
ter; and
• To seek actively to improve 
the quality of accounting 
education and promote the 
availability of qualified ac­
counting programs.
The Division comprises a senior 
committee (the Academic and Career 
Development Executive Committee), 
and three committees, each address­
ing a major element of the Division’s 
focus: Curriculum and Instruction, 
Accounting Careers, and the Upward 
Mobility of Women.
The Division includes two task-spe­
cific committees: the 150-Hour Educa­
tion Requirement Committee, which 
works to achieve legislative adoption 
of the 150-hour education require­
ment and to help states in its imple­
mentation; and the Joint aicpa/aaa Ac­
counting Literature Award Committee, 
which annually recognizes outstanding 
contributions to accounting literature.
Finally, the Division’s Accreditation 
Task Force monitors and provides 
input to the current and ongoing 
process of implementation of accred­
itation standards, and represents the 
interests of the profession in these 
and related matters.
Plans for the eventual incorporation 
of the recruitment and upward mobili­
ty of minorities function into the Divi­
sion are currently being developed by 
a special committee chaired by Board 
of Directors member and Accounting 
Education Change Commission Chair­
man Doyle Williams. □
(See 1991-92 Division Rosters on page 8.)
On September 24, Governor Edgar of 
Illinois signed that state's legislation 
enabling the requirement of 150 hours 
of education, including a bachelors or 
higher degree, as a prerequisite for c p a  
licensure in Illinois. With that action, 
Illinois became the eighteenth state to 
adopt the requirement.
Illinois’ law will become effective on 
January 1, 2001.
Most of the states which have passed 
enabling legislation have incorporated
Nondisclosed Exam
(continued from front page)
ADVANTAGES
The Board of Examiners believes that
the advantages of a nondisclosed ex­
amination include the following:
• Examination question quality 
will be improved because 
many of the questions could 
be pretested. Questions with 
desirable content and psycho­
metric characteristics could be 
used repeatedly;
• Statistical equating methods 
can be used to ensure that the 
examination grades reflect 
comparable levels of difficulty 
from one examination admin­
istration to the next;
• The “score pollution” con­
cerns expressed by several 
Boards of Accountancy and 
academics would be alleviat­
ed. “Test score pollution” 
occurs when grades of cpa 
candidates are affected by 
their studying previous exami­
nation questions and unoffi­
cial answers without a corre­
sponding change in mastery 
of the content domain being 
tested;
• It will be easier to implement 
technological innovations in 
testing as they develop and 
become feasible, such as using 
computers to administer and 
grade the Examination.
language identical or substantially simi­
lar to the a ic p a ’s  model; that is, that it 
call for 150 semester hours of higher 
education, include a bachelors degree, 
and include an accounting concentra­
tion to be defined by the state board.
The a ic p a  expects that by the end of 
1992, most of the 54 U.S. jurisdictions 
which license certified public accoun­
tants will have made progress toward 
adoption, either through legislation or 
regulation, of the 150-hour requirement.
In addition to these advantages, 
many academics believe that a non­
disclosed examination would mini­
mize its disproportionate and inappro­
priate influence on educational pro­
grams and the teaching methods in 
the following areas:
• Curriculum development;
• Textbook development and 
study questions within the 
textbook;
• Study assignments as learning 
tools within courses.
The minimization of the Examina­
tion’s influence in the above areas 
would have the positive effects of 
broadening accounting curriculum 
and teaching methods to encompass 
nonlicensing content and skills.
WHY 1996?
The Board of Examiners selected May 
1996 as the effective date for a non­
disclosed examination because:
• Four years will be needed for 
the AICPA and Boards of Ac­
countancy to develop and 
implement the additional 
security measures needed for 
a nondisclosed examination; 
and
• Two years should provide CPA 
candidates with adequate time 
to become familiar with the 
structure and format changes 
effective with the May 1994 
Examination.
(concludes on page 4)
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Nondisclosed Exam
(continued from page 3)
Research Software
FROM NOW UNTIL 1996
During the period from now to the 
effective date of the policy change in 
1996, the Board of Examiners, with 
the assistance of the National Associa­
tion of State Boards of Accountancy 
(NASBA) and the individual Boards of 
Accountancy, will be addressing nu­
merous issues germane to a nondis­
closed examination. Some of these 
issues are:
• What jurisdictions have stat­
utes or rules that need to be 
modified in order to adminis­
ter a nondisclosed examina­
tion;
•  What security procedures will 
have to be developed to ac­
count for all examination 
material before, during, and 
after the Examination’s ad­
ministration;
•  What kind of access will cpa 
candidates and Boards of Ac­
countancy have to exam in­
formation, and what proce­
dures will have to be devel­
oped to provide for such ac­
cess.
• What costs will be associated 
with a nondisclosed examina­
tion.
The Board of Examiners has issued 
a position paper entitled A Nondis­
closed Uniform c p a  E xam ina­
tion—Effective May 1996, and will be 
holding a series of open meetings to 
discuss its position.
Because of the significance of this 
examination change to the profession, 
the Board of Examiners will ultimately 
seek the endorsement of the aicpa 
Board of Directors when all the issues 
have been resolved and the Board of 
Examiners has finalized its position.
Requests for a copy of the position 
paper should be made in writing and 
addressed to: Board of Examiners, 
American Institute of Certified Public 
Accountants, Examinations Division, 
1211 Avenue of the Americas, New 
York, NY 10036-8775. □
FASB Offers New PC-Based 
Financial Accounting Research System
The Financial Accounting Standards Board (FASB) has developed the Financial 
Accounting Research System (fars) to enable fast, comprehensive research on 
accounting problems by identifying the accounting literature pertaining to the 
issue in question, fars offers an easier and more complete level of access to the 
accounting literature than was previously possible.
In one easy-to-use package on an IBM-compatible personal computer, fars 
provides immediate access to fasb Statements, Interpretations, Technical 
Bulletins, Concepts Statements, eitf Abstracts, staff implementation guides, and 
the Current Text; aicpa Accounting Research Bulletins, apb  Opinions and 
Statements, Accounting Interpretations, and Accounting Terminology Bulletins, 
and a combined topical index.
fars includes both superseded and current literature, with the superseded 
literature shaded so that you can identify what is current. The superseded 
portions are linked to the superseding document so that you can easily access the 
most current item.
The accounting literature in fars can be accessed in three different ways 
through tables of contents, topical index references, and word searches that can 
be narrowly or broadly defined.
fars comes as a complete system; no other software is necessary. To run the 
system, you need an ibm  pc , x t , a t , Personal System/2, or 100 percent IBM compat­
ible system; 512K ram minimum; DOS 3.0 (or higher); hard disk drive; and a 
monochrome or color monitor (color recommended). A demonstration copy that 
has been developed outlines the primary features of fars and allows actual 
searches of selected sections from the fasb literature included in the full version 
of fars. The purchase price of the demonstration copy will be credited toward 
purchase of the full version.
In addition, the fasb has established a special pricing tier for academic 
institutions.
The annual fars service is available from the fa sb . Fars will be updated 
approximately four times per year, as appropriate, to ensure that the infobases 
contain the latest fasb pronouncements and eitf Abstracts. For more information 
write to: Financial Accounting Standards Board, fars, Post Office Box 3081, 
Hartford, CT 06150.
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800-522-5430 (NY) 800-522-5434 (NY)
CPE COURSE INFORMATION (AICPA) ORDER DEPARTMENT
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NEW YORK
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212-575-6428
WASHINGTON 
FEDERAL/STATE 
LEGISLATION, TAX DIVISION 
202-737-6600
1455 Pennsylvania Avenue, N.W.
Washington, DC
20004-1007
AICPA
Supporting Institute Position
AECC Urges Decoupling of Studies and 
Preparation for Examination
Following is a portion o f  the text o f  the Accounting Education Change Commission’s Issues 
Statement No. 2. This position adds reinforcement to a recent Board o f Examiners proposal that 
candidates no t be perm itted to apply to take the cpa Exam until after graduation.
The Accounting Education Change Commission (aecc) urges schools and 
students to maximize the educational opportunities provided by collegiate 
curricula. A primary concern of the Commission is the disruption in students’ 
education caused by their taking examination review courses and engaging in 
other activities of a review nature in preparing to write professional examina­
tions. Often students who take a professional examination near the conclusion 
of their college studies divert their efforts from their academic pursuits to 
preparing for such examinations. As a result, the full potential of the curriculum 
is not realized. Therefore, the Commission believes all activities that are 
primarily of a review nature designed for professional examination preparation 
should be deferred until the student has completed the education requirements 
of the respective examining agency.
The Commission also believes that degree credit should not be given for 
courses that are designed primarily to review for professional examinations. 
Curriculum objectives should be focused more broadly. Likewise, those 
organizations administering professional examinations, e.g., state boards of 
accountancy, should not recognize courses (1) for credit as part of the 
educational requirement to sit for the examination or (2) for awarding the certif­
icate if those courses are offered primarily as a review of materials previously 
covered.
The Commission recognizes that implementing these changes may be con­
troversial. Nevertheless, it is convinced that their implementation will enhance 
the quality of the educational experience of those preparing to enter the 
profession.
CPA EXAMINATION
The Accounting Education Change Commission recommends that candidates for 
the cpa Examination be required to complete their state’s education require­
ments prior to applying to sit for the examination. The Commission urges State 
boards of Accountancy and state legislative bodies in those states where such a 
requirement does not currently exist to amend the state board rules and/or state 
law as needed to achieve this objective.
The Commission believes that postponing applying to take the cpa Exam­
ination until the state’s education requirements have been fulfilled will be 
beneficial situations where schools complete the spring semester prior to the 
May examination. If candidates were merely required to complete the education 
requirements prior to sitting for the cpa Examination, the incentive to devote the 
final semester to prepping for the examination rather than to their academic 
pursuits would both be removed at these institutions. Further, requiring 
candidates to complete the jurisdiction’s educational requirements prior to 
applying to sit for the examination may lessen the administrative burden on state 
boards.
In calling for this shift in timing in the preparation for the cpa Examination, 
the aecc is joined by the American Institute of Certified Public Accountants and 
the Uniformity of Regulation of the Accounting Profession Model Bill Task 
Force. ■
The statement goes on to urge similar measures in regard to the Certified Management Accountant 
and Certified Internal Auditor examinations; these portions are not reproduced here.
Firms Hiring More Women
(continued from front page)
The enlarged base makes comparison 
with past surveys difficult.
The female share of graduates hired 
“is projected to be 57 percent in 1991. 
The increase in the proportion of new 
graduate recruits who are female in 
1990 and 1991 relative to 1989 (48 
percent) can be largely attributed to 
the fact that firms with fewer than 10 
aicpa members, which report hiring a 
greater proportion of females than do 
other firms, now account for a larger 
share of recruits,” the survey states.
Though the num ber of bachelors 
recruits dropped, the number of mas­
ters recruits was stable, indicating “that 
today’s students are seeking a solid 
and rewarding profession in these 
uncertain economic times,” said Rick 
Elam, aicpa Vice President-Education.
Single copies of the report (product 
#G00097) are free from the aicpa Or­
der Department, Post Office Box 1003, 
New York, NY 10108-1003. ■
Minority Scholarships
(continued front front page)
ic year represent the highest amount 
ever given to minority students by the 
AICPA.
Scholarship aid this year was granted 
to 599 undergraduate and graduate 
accounting students from the United 
States, including Blacks, Hispanics, 
Native Americans, and Asians.
This year’s scholarship winners rep­
resent approximately 200 schools, with 
a significant num ber of awards going 
to students attending the historically 
Black colleges and universities. Includ­
ed in the total are 17 Arthur Ander­
sen-AICPA awards totaling $15,000, 14 
Ernst & Young-AICPA awards totaling 
$10,000, and 8 Price Waterhouse-AICPA 
awards which total $5,000.
Individuals interested in applying for 
scholarships should write to Sharon 
Donahue, Manager, Minority Recruit­
ment and Equal Opportunity Depart­
ment, aicpa, 1211 Avenue of the 
Americas, New York, NY 10036-8775. 
The deadlines for receipt by the aicpa 
of completed applications are July 1 
and December 1. ■
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relevant insights into the broad range of emerging financial 
reporting issues we all face.
The aaa has taken another very positive step. Its Auditing 
Standards Committee, chaired by Bill Kinney, has estab­
lished a formal liaison with the aicpa’s Auditing Standards 
Board, currently chaired by my partner, Don Neebes. 
Through this cooperative effort:
• The Association’s Auditing Standards Committee 
will suggest topics for the project inventory, based 
on research results and emerging problems as 
professors see them;
• The asc  also will respond to requests to locate, list, 
summarize, and evaluate existing research papers, 
as well as design and implement original research 
and analyses into areas on the asb agenda or 
project inventory.
This new relationship is a two-way street—and a busy 
street. The new liaison very well may serve as an excellent 
model for others to emu­
late. I believe the outcome 
of these efforts will be 
better, more relevant re­
search. At the same time it 
will provide standards-set­
ters with greater access to, 
and understanding of, the 
efforts of university re­
searchers.
Today, we are seeing 
other encouraging signs of 
increased collaboration 
between organizations and among members of those 
organizations. The Accounting Education Change Commis­
sion and the stature of its members should give us all a 
sense of encouragement. The full-time contributions of 
educators with the stature of Gary Sundem and Doyle 
Williams are particularly gratifying.
The Accounting Education Change Commission has 
recommended that accounting departments reevaluate cur­
riculum, to assess whether students are acquiring the full 
range of communication, intellectual, and interpersonal 
skills demanded in the field. While we all look forward to 
the curriculum innovation which will be funded in part by 
the Change Commission, there is an equally exciting role of 
a catalyst played by the Commission. The aecc’s proposal 
process itself invites a challenge to the rituals of our 
curricula, as well as a seeking of improvements.
All of the proposals demonstrated creativity in the 
approach to teaching and curriculum design. Let me just 
briefly mention two examples.
North Carolina a &t ’s proposed curriculum changes focus 
on interdepartmental collaboration toward enhancing 
students’ communication and interpersonal skills. These 
skills are two of the three identified in the 1989 Big Eight
Point of View (continued from page 2) White Paper, “Perspectives on Education: Capabilities for 
Success in the Accounting Profession.”
Secondly, the joint proposal from Illinois and Notre 
Dame illustrates the strength found in creating a strategic 
alliance—in collaborating on a major initiative which 
includes a partnership between the academic organizations 
and practicing communities.
Unfortunately, grant funds could not be given to all of 
the schools pursuing worthwhile changes to their account­
ing programs. I would like to stress that, regardless of 
whether a school submitted a proposal or received grant 
funds, we encourage every effort to improve the quality of 
accounting education.
It’s exciting to see the fundamental changes taking place 
in accounting classrooms across the country. At the van­
guard are faculty who apply new techniques, founded on 
the principles of adult learning. Greater student involve­
ment is the key. Rather than relying on the traditional 
methods of textbooks and transparencies, schools are 
making students active participants in the entire educational 
experience.
Ben Franklin once 
summed up the education­
al experience by saying:
You tell me and I forget.
You teach me and I remember. 
You involve me and I learn.
That philosophy—that 
view of learning as an 
active rather than a pas­
sive experience—is guiding 
the efforts of many univer­
sities. We are seeing great­
er emphasis on case stu­
dies, a team approach to problem-solving, simulations, and 
more internships. All of these provide a foundation for that 
active learning experience.
Right now, the Accounting Education Change Commis­
sion is compiling and publishing innovative teaching ideas 
and materials. These give us benchmarks—examples of 
significant changes in accounting curriculum, such as those 
that facilitate conceptual understanding, group assignments, 
written and oral communication, “learning to learn,” and 
independent study.
Educators are also asking a fundamental question: Does 
today’s academic preparation meet the needs of the 
students?
The rapid pace of change in accounting practice means 
we need to ask that question more frequently. And we need 
to ask it with greater vigor than ever before.
Again, cooperative action is needed. The involvement of 
accounting practitioners must go beyond merely providing 
financial support. We need to provide input on substantive 
issues, to support our universities’ teaching and mentoring 
efforts, and to help educators better understand how we 
view the challenge of revising curricula to reflect the cur-
(concludes on following page)
The culture o f competitive advan­
tage that carried  us through the 
’80s — while still very im portant — 
may not be sufficient in the fu ­
ture. . . .
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rent state—and future needs—of accounting practice.
For example, globalization brings a host of practical 
issues, starting with knowledge of, and compliance with, 
the very different accounting standards, regulations, and 
business practices worldwide. But beyond that, our profes­
sion needs people who can think in global terms.
Communication abilities also need to be emphasized. 
More than ever, we need business professionals with 
excellent verbal and writing skills. Our business communi­
cation courses need to emphasize substance, not merely 
style. In other words, rather than teaching the proper 
format of a business report or letter, we need to involve 
students in the thought process that drives the content of 
that communication.
In meeting all these challenges, success will hinge on the 
ability to manage change. Today, we’re seeing a dramatic 
increase in the demand for Total Quality courses and pro­
grams. Education today should be a Total Quality process, 
and the spirit of continuous improvement should drive 
educational innovation.
Just as manufacturers 
look for ways to cut down 
the time it takes them to 
bring a product to market, 
we must look for ways to 
continuously shorten the 
“time-to-market” in the 
accounting curriculum—to 
make it more reflective of 
what is happening in ac­
counting practice.
Human resource practices also benefit from a spirit of 
continuous improvement. That may translate into a re­
examining of the rules for promotion and tenure. We must 
ask the question, “Are current practices conducive to 
attracting, developing, and retaining the highest quality 
faculty?”
I would suggest the challenge for educators and academic 
administrators is to apply the t q  process to the accounting 
department, to create, in your department, the Total Quality 
Faculty in the Business School, and next the Total Quality 
Faculty in the entire university.
THE FUTURE
The shifts, changes, and progress we see are encouraging 
signals as we confront the demands of the 1990s. There 
appears to be a new model emerging—one built on cooper­
ation and communication. But what of the next decade?
I suggest that the culture of competitive advantage that 
carried us through the ’80s—while still very important—may 
not be sufficient in the future.
The model for the 1990s thus far is one of collaborative 
advantage. Collaborating, working together, we can solve 
the problems and challenges of our profession. Mergers of 
the major players in the financial services industry in recent
Point of View (continued from previous page) years embrace the notion of collaborative advantage.
The culture of the 1980s could not countenance intense 
competitors such as Apple and ibm  joining forces in a 
venture. The 1990s has seen it happen—collaborative 
advantage in action.
And yet for us to achieve this collaborative advantage, we 
must be willing to change some of our ways. For you, those 
changes may be in the focus of your research, in the design 
of your curriculum, in the way you teach.
As aecc grant recipients demonstrate, achieving those 
changes often requires stronger ties with others in both the 
practicing and university communities.
For us in the practicing profession, the change needed to 
achieve collaborative advantage may be a greater openness 
to support you and your students’ research efforts. It may 
be sharing access to our experience. It may be inviting 
more faculty to participate in our own professional devel­
opment programs. It may include expanding faculty 
residencies, such as the one Jan Williams is currently on 
with our firm. It may be an even greater commitment by 
the profession to support changes in accounting education.
We acknowledge, as 
some have pointed out, 
that the initial funding of 
the Accounting Education 
Change Commission is not 
enough, in and of itself, to 
support curriculum reen­
gineering. More is needed.
There are a number of 
major barriers to over­
come. The university re­
ward structure has been 
mentioned already. But consider also the substantial in­
vestment in textbooks and teaching materials, tenured facul­
ties, and physical plants already in place.
However, the aecc is a very positive first step. And if that 
step proves successful, we may see more groups willing to 
provide additional support for this change process.
Education is not a spectator sport.
Only by our actions today—and 
through our total, collaborative in­
volvement—can we create the 
stronger, more responsive educa­
tional programs needed to take our 
profession into the next decade and 
beyond.
The key word here is “our”— 
yours in academe, mine in public 
practice, and those in corporate 
management.
The academic and practice com­
munities share a common commitment to higher education, 
and only by strengthening this bond can we focus our 
efforts on what needs to be done today, so that we indeed 
achieve the success we seek. □
The key w ord here is “our”— 
yours in academ e, mine in public  
practice, an d  those in corporate  
management. . . .
Ray Groves
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1991-92 Academic and Career 
Development Committees 
and Staff
ACADEMIC AND CAREER DEVELOPMENT EXECUTIVE COMMITTEE 
Objective: To formulate and recommend to the Board of Directors a ic pa  
policy on recruitment, pre-certification education and the career develop­
ment of Certified Public Accountants, and to coordinate the implementa­
tion of projects and programs that support the policy.
Larzette G. Hale (Chair), Brigham Young Univ.; Steven R. Berlin, c it g o  
Petroleum Corp.; Charles T. Cherry, Defense Contract Audit Agency; 
Charles B. Eldridge, Ernst & Young; Barron H. Harvey, Howard Univ.; 
William Markell, Univ. of Delaware; Bernard J. Milano, k p m g  Peat Mar- 
wick; Joseph E. Mori, San Jose State Univ.; Belverd E. Needles, Jr., 
DePaul Univ.; Jack Steven Oppenheim­
er, Geller, Ragans, James, Oppenheimer 
& Creel; J. Clarke Price, Ohio Society of 
c p a s ; Linda J. Savage, Univ. of Central 
Florida; Robert E. Schlosser, Rutgers 
Univ.; A. Marvin Strait, Strait, Kushinsky 
& Co.; Samuel A. Vitkoski, b d o  
Seidman.
CURRICULUM AND INSTRUCTION 
SUBCOMMITTEE 
Objective: To maintain channels of regu­
lar communication with and increase the 
supply of qualified c p a  educators; to 
encourage professional interaction; to 
recognize outstanding scholars through 
several award programs; and to encour­
age curricular and faculty development.
Barron H. Harvey (Chair), Howard 
Univ.; Teddy L. Coe, Univ. of North 
Texas; Susan W. Hass, Simmons Coll.;
Brent C. Inman, Coopers & Lybrand;
Dieter M. Kiefer, U.S. General Account­
ing Office; Robert M. Keith, Univ. of 
South Florida; Linda M. Nichols, Texas 
Tech Univ.; Walter F. O’Connor, Ford­
ham Univ.; Anthony R. Pustorino, Pace 
Univ.; Martin Rotheim, Goldstein, Go­
lub, Kessler & Co.; D. Gerald Searfoss,
Deloitte & Touche; Jerry E. Trapnell,
Clemson Univ.
ACCOUNTING CAREERS 
SUBCOMMITTEE 
Objective: To d e v e l o p  p r o g r a m s  a n d  
a c t i v i t i e s  t o  a t t r a c t  t h e  b e s t  a n d  b r i g h t e s t  
i n t o  a c c o u n t a n c y  a n d  t o  a s s i s t  t h e  s t a t e  
c p a  o r g a n i z a t i o n s  i n  d e v e l o p i n g  s t u d e n t  r e c r u i t i n g  p r o g r a m s .
J. Clarke Price (Chair), Ohio Society of c p a s ; Daniel W. Brady, Own 
Account; Richard M. Broich, Larson, Allen, Weishair & Co.; Alan Brott, 
Ernst & Young; Macey Conradt; Dan Stuart Deines, Kansas State Univ.; 
Nita J. Dodson, Univ. of Texas at Arlington; David L. Langley, Mercantile 
Bank of St. Louis; Mitchell A. Martin, Johnson, Martin, Murphy, Harps & 
Syphoe; Richard J. Pelletier, National Aeronautics & Space Administration; 
Dennis Reigle, Arthur Andersen & Co.
150-HOUR EDUCATION REQUIREMENT COMMITTEE 
Objective: To develop a program for legislative implementation of a 150-
hour education requirement to sit for the c p a  Examination; to give advice 
and assistance in achieving a 150-hour education requirement to the states; 
and to seek the support, cooperation, and participation of the state societ­
ies, of the state boards of accountancy, and of other professional organiza­
tions in developing and implementing the program.
Ronnie Rudd (Chair), Arthur Andersen & Co.; Jack Brooks, Connecticut 
Society of c p a s ; Frank J. Champi, Lefkowitz, Garfinkel, Champi & De­
Rienzo; Patrick R. Delaney, Northern Illinois Univ.; Tonya K. Flesher, 
Univ. of Mississippi; Raymond E. Howard; Donald N. Jones, Baker, Peter­
son & Franklin; Keith J. Libman, Kopperman & Wolf Co.; Greta Jane 
Russell, Ohio State Treasurer; James C. Sparrow, Rankin, Rankin & Co.; 
Jan R. Williams, Ernst & Young.
JOINT AAA/AICPA ACCOUNTING 
LITERATURE AWARDS COMMITTEE 
Objective: To select for recognition those articles, monographs, or books, 
published in English, which in the view of the committee make outstand­
ing contributions to the literature of accounting.
Carl S. Warren (Chair) (aaa) ,  Univ. of 
Georgia; C. Richard Baker (a ic pa ) ;  Dan 
S. Dhaliwal (aaa) ,  Univ. of Arizona; 
James J. Larkin (a ic pa ) ,  Conseco, Inc.; 
Michael L. Moore (a ic pa ) ,  Univ. of Sou­
thern California; Edward J. Schnee 
(aaa) ,  Univ. of Alabama; Wayne H. Shaw 
(aaa) ,  Cornell Univ.; Jack Edward Wil­
kerson, Jr. (a ic pa ) ,  Wake Forest Univ. 
One member each from  the a ic p a  and  the 
a a a  remain to be confirmed.
UPWARD MOBILITY OF WOMEN 
COMMITTEE 
Objective: To monitor progress on im­
plementation of the recommendations to 
strengthen the upward mobility of wom­
en in the profession.
Samuel A. Vitkoski (Chair), b d o  
Seidman; Steven R. Berlin, c it g o  Petro­
leum Corp.; Shirley J. Cheramy, Price 
Waterhouse; Denise L. Devine, Murray 
Devine & Co.; Michael A. Diamond, 
Univ. of Southern California; Ellen P. 
Gabriel, Deloitte & Touche; Marguerite 
R. Griffen, AT&T; Gladys Hyatt, Moss 
Adams; Maryann Correnti McKelvey, 
Arthur Andersen & Co.; Jerry C. Skelly, 
U.S. General Accounting Office.
ACCREDITATION TASK FORCE 
Harold Q. Langenderfer (Chair), Univ. 
of North Carolina; Larzette G. Hale, 
Brigham Young Univ.; Edward Earl Mil­
am, Mississippi State Univ.; David B. 
Pearson, Ernst & Young; Gary J. Previts, Case Western Reserve Univ.
* * *
DIVISION STAFF
Rick Elam, Vice President-Education; Beatrice Sanders, Director, Aca­
demic and Career Development; Stephen J. Anspacher, Manager; John 
Daidone, Manager; Mary McInnes, Manager; Leticia Romeo, Coordina­
tor; Marlene Gallagher, Administrative Assistant; Rosalynd M. Rambert, 
Administrative Secretary; Sherry Boothe, Secretary.
Service on an AICPA committee is 
an excellent way to make a contri­
bution to the development of the 
profession. If you would like to 
volunteer for one of the AICPA ’s 
130 committees in technical, func­
tional, and academic areas, 
contact Ms. Torny Berntsen at 
(212) 575-6449,
Published five times each academic year by the AICPA Academic and Career Development Division, 1211 Avenue of the Americas, New York, NY 10036- 
8775; telephone (212) 575-6358. Except where otherwise copyrighted, reproduction of the material in this publication is encouraged and permitted if 
source acknowledgement is made and a copy of the reproduction is sent to the editor. In addition, we welcome submissions for consideration for 
publication. Please send all submissions and inquiries to the editor at the address above. Opinions expressed in this publication do not necessarily reflect 
policy of the American Institute of Certified Public Accountants. Stephen J. Anspacher, Editor
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Communication With Audit Committees
SAS No. 61, Communication With Audit Committees (AU 
sec. 380), establishes a requirement for the auditor to 
determine that certain matters related to the conduct of an 
audit are communicated to those who have responsibility 
for oversight of the financial reporting process. The com­
munications required by SAS No. 61 are applicable to 
entities that either have an audit committee or that have 
otherwise formally designated oversight of the financial 
reporting process to a group equivalent to an audit commit­
tee (such as a finance committee or a budget committee), 
and to all SEC engagements. The SAS requires the auditor 
to ensure that the audit committee receives additional 
information regarding the scope and results of the audit 
that may assist the audit committee in overseeing the 
financial reporting and disclosure process for which 
management is responsible. Auditors should make sure 
that this information is communicated to the audit 
committee in an understandable, nontechnical manner.
The AICPA publishes a brochure for audit committee 
members, Communication with Audit Committees (or 
Others With Similar Responsibilities), which describes the 
auditor’s responsibilities to communicate certain audit and 
accounting matters to the audit committee. The brochure 
(No. 022029) is available from the AICPA Order Department 
at (800) 334-6961 (outside New York) or at (800) 248-0445 
(New York only).
Audit Problems to Watch for
Audit Programs
In accordance with paragraph .05 of SAS No. 22, Planning 
and. Supervision (AU sec. 311), written audit programs, 
adequately tailored to reflect each client’s situation, includ­
ing areas of greater audit risk, are required in all audits. 
Audit programs are even required for audits involving sole 
practitioners when no staff is used on the engagement. The 
audit program is required to demonstrate that the engage­
ment was appropriately planned. As the audit progresses, 
the auditor must recognize that changed conditions may 
make it necessary to modify the planned audit program.
Analytical Procedures
SAS No. 56, Analytical Procedures (AU sec. 329), 
requires the use of analytical procedures in the planning 
and overall review stages of all audits. Analytical procedures 
used as substantive tests involve comparisons of recorded 
amounts, or ratios developed from recorded amounts, to 
expectations developed by the auditor.
The precision with which the auditor can develop an 
expectation is the most important factor in determining the 
level of assurance that a particular analytical procedure 
provides. In addition, the availability and reliability of the 
data used to develop the expectation will heavily influence 
the precision of the expectation. Auditors should ask how
much of a difference from the expectation can be accepted 
without further investigation. When further investigation is 
necessary, auditors should scrutinize the fluctuations. If 
management has an explanation for the difference, it should 
be corroborated with other evidence. If management cannot 
explain the difference, sufficient procedures should be 
performed to determine that the difference is not the result 
of a material misstatement of financial statement amounts.
Valuation of Marketable Securities
As a result of the current economic environment, many 
companies have experienced declines in the market value of 
investments in marketable-equity and debt securities. Audi­
tors should examine evidence to determine whether manage­
ment properly classified the marketable securities as current 
or noncurrent assets and whether the amounts at which 
they are carried in the financial statements are appropriate.
The applicable accounting literature includes FASB 
Statement No. 12, Accounting for Certain Marketable 
Securities (FASB, Current Text, vol. 1, sec. I89); Accounting 
Research Bulletin No. 43, Restatement and Revision of 
Accounting Research Bulletins, Chapter 3A, paragraph .09 
(FASB, Current Text, vol. 1, sec. I89); and EITF Issue 85-39, 
Implications o f SEC Staff Accounting Bulletin No. 59— 
Noncurrent Marketable Equity Securities.
The applicable auditing literature includes SAS No. 1, 
Codification of Auditing Standards and Procedures (AU 
sec. 332, “Long-Term Investments”), and its interpretation, 
“Evidential Matter for the Carrying Amount of Market­
able Securities” (AU sec. 9332.01). The ASB is currently 
amending the guidance in this interpretation; further infor­
mation will be included in the December issue of The CPA 
Letter.
For SEC registrants, reference should also be made to 
guidance provided in the SEC Staff Accounting Bulletin 
(SAB) Topic 5-M, Noncurrent Marketable Equity Securities, 
and the Accounting and Auditing Enforcement Release 
Nos. 309 and 316.
Problems Involving Documentary Evidence
The SEC staff working on accounting and auditing 
enforcement matters has noted with concern that auditors 
are being misled by altered copies of documents. This has 
been an element in some SEC actions, but the risks of 
accepting a false document in support of a significant 
transaction is by no means confined to public companies.
SAS No. 53, The Auditor’s Responsibility to Detect 
and Report Errors and Irregularities (AU sec. 316), refers 
to the authenticity of original documents. Auditors should 
be sensitive to the possibility that a copy of a document is 
false. Copying machines can be readily used to prepare 
false transaction support. While the auditor is not an 
expert in detecting false business documents, insisting on 
inspecting the original document will often thwart a 
fraudulent scheme.
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The growing use of fax machines has given rise to 
questions about the use of fax documents for auditing 
purposes. Two major concerns about using a fax as audit 
evidence are ascertaining the source of the fax and the 
vulnerability of the fax to deterioration. Auditors can mini­
mize and, in some situations, eliminate these concerns by 
telephoning the purported sender to confirm that he or she 
indeed transmitted the document and by making a photo­
copy of the fax to include with the original fax response in 
the audit workpapers.
Revenue Recognition
Revenue should not be recorded until it is realized or 
clearly realizable, the earnings process is virtually com­
plete, and its collection is reasonably assured. Manage­
ments of companies might feel pressure to report favorable 
results—for example, to increase or support the price of 
the company’s stock, to comply with debt covenants, to 
obtain or maintain essential financing, or to improve 
results in anticipation of the possible filing of a registration 
statement in the near future.
Auditors should be alert for factors indicating that 
revenue recognition policies may not be appropriate, 
such as—
■ Sales of products that may be subject to a right-of-return 
arrangement.
■ Certain sales of merchandise that are billed to custom­
ers prior to delivery and held by the seller (“bill and hold 
sales”).
■ “Sales” to intermediaries that add value to the product 
with the value-added product subsequently repurchased.
Related Parties
The legal structure of some companies can mask the trans­
actions between related or affiliated parties. Auditors with 
clients that have complex organizational structures, such 
as holding companies, should consider whether they have 
obtained sufficient information about the entities, the control 
relationships, and the transactions among the parties when 
evaluating the effect of the transactions on the financial 
statements. Particular attention should be given to nonmon­
etary exchanges that provide gains to one or more parties 
and to year-end transactions that aid one of the parties in 
reaching its earnings forecasts or meeting its debt covenant 
requirements.
Some entities may attempt to avoid the recognition of 
asset impairments by spinning off portions of businesses 
to shareholders or through some other form of business 
reorganization. Guidance on such transactions is included 
in paragraph 23 of Accounting Principles Board Opinion 
No. 29, Accounting for Nonmonetary Transactions (FASB, 
Current Text, vol. 1, sec. N35). Furthermore, for audits of 
public companies, auditors should consider the guidance in 
SAB Topics 5-E, Accounting for Divestiture o f a Subsidiary 
or Other Business Operation, and 5-U,
Gain Recognition on the Sale o f a Business or Operating 
Assets to a Highly Leveraged Entity, which describes cir­
cumstances in which the sale of a subsidiary or business 
operation should not be accounted for as a divestiture.
In assessing a related party transaction, the auditor is 
required to understand the business purpose of the transac­
tion. An auditing interpretation of SAS No. 45, Omnibus 
Statement on Auditing Standards—1983 (AU sec. 9334.16, 
“The Nature and Extent of Auditing Procedures for 
Examining Related Party Transactions”), states: “Until the 
auditor understands the business sense of material transac­
tions, he cannot complete his audit.”
Date of Attorneys’ Letters
The effective date of an attorney’s response to inquiries 
about litigation, claims, and assessments should be as 
close to the completion of audit fieldwork as practicable. 
Consequently, the client’s letter to the attorney should 
specify that the attorney’s response have an effective date 
that dovetails with the expected date of completion of audit 
fieldwork. This will obviate the need for an updated 
response from the attorney. If the attorney’s response does 
not specify an effective date, the auditor can assume that 
the date of the response is the effective date. In situations 
when attorneys’ letters are dated substantially in advance of 
the audit report date, the auditor should obtain an updated 
response, as required by SAS No. 12.
Non-Audit Services
As part of audit planning, the auditor should consider the 
nature of tax, consulting, or other non-audit services ren­
dered to the client by the CPA firm since the last audit. An 
auditing interpretation of SAS No. 22 (AU sec. 9311.01, 
“Communications Between the Auditor and Firm Personnel 
Responsible for Non-Audit Services”) provides guidance 
on this issue.
Lessons From Litigation
Auditors sometimes find themselves in disputes involving 
the quality of services provided by their firms. Here are 
some lessons to be learned:
■ Be cautious when dealing with young, extremely rapidly 
growing organizations, especially those that change the 
nature of their business. Many major financial statement 
frauds have involved fast-growing companies.
■ Exercise great care in deciding to accept and to retain 
clients, which are both equally important. For new clients, 
the reasons surrounding the predecessor accountant or 
auditor’s leaving should be carefully evaluated. Signing
an engagement letter without investigating the conditions 
of the previous auditor’s resignation can be costly. The 
AICPA’s Quality Control Policies and Procedures for CPA 
Firms: Establishing Quality Control Policies and Proce­
dures (No. 881556) provides useful guidance in this regard.
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■ Think like businesspeople while planning and carrying 
out audits. Gain an understanding of what makes the client’s 
business tick, and perform the work as if you are inves­
tigating whether to invest your own money in the company.
■ Do not accept unrealistic deadlines; deadlines that are 
too tight may make it difficult to successfully complete all 
of the steps in an audit. Such pressure also hinders the 
ability to step back and appraise the overall results from a 
critical perspective.
■ Do not fail to see the whole picture by becoming too 
immersed in the details. Deficiencies asserted against 
auditors do not always suggest a failure to discover facts. 
Rather, frequent allegations indicate a failure to recognize 
the significance of available information and the implica­
tions of that information.
■ Watch out for large, unusual, one-time transactions, 
especially those at or near year-end, that may be designed to 
ease short-term profit and cash-flow pressures. Scrutinize 
these transactions to understand their business purpose, to 
ensure that the timing of revenue or profit recognition is 
appropriate, and that disclosures are adequate.
Accounting Issues and Developments
Postretirement Benefits Other Than Pensions
In December 1990, the FASB issued Statement No. 106, 
Employers’ Accounting for Postretirement Benefits Other 
Than Pensions (FASB, Current Text, vol. 1, sec. P40).
The Statement significantly changes the prevalent current 
practice of accounting for postretirement benefits on the 
“pay as you go” (cash) basis by requiring accrual, during 
the years that employees render services, of the expected 
cost of providing those benefits to employees and their 
beneficiaries and covered dependents. This Statement is 
effective for calendar-year 1993 financial statements. An 
additional two-year delay is provided for plans of non-U.S. 
companies and certain small employers.
In SAB No. 74, Disclosures Regarding Accounting 
Standards Issued but not yet Adopted, the SEC staff 
expressed its belief that disclosure of impending account­
ing changes is necessary to inform readers about expected 
effects on financial information to be reported in the future 
and should be made in accordance with existing MD&A 
requirements. Supplemental guidance regarding SAB No. 74 
is provided in the November 1990 EITF minutes.
Technical Bulletin on Extended Warranties
In December 1990, the FASB issued Technical Bulletin 
No. 90-1 titled Accounting for Separately Priced Extended 
Warranty and Product Maintenance Contracts (FASB, Current 
Text, vol. 1, sec. R75). The bulletin is effective for contracts 
sold in fiscal years beginning after December 15, 1990.
According to Technical Bulletin 90-1, revenue from 
the contracts should be deferred and recognized in income 
on a straight-line basis, unless it is demonstrated that a sig­
nificant amount of the costs of performing services under 
the contract occur at a specific time or on a predetermined 
schedule. In that case, revenue should be recognized in 
proportion to those costs.
Costs of acquiring the contract should be charged to 
expense in proportion to the revenue recognized. In addition, 
any losses expected on contracts should be recognized by 
first charging any unamortized contract acquisition costs to 
expense. If the loss is greater than those costs, a liability 
should be recognized for the excess.
FASB Issues Exposure Draft on Income Taxes
On June 5, 1991, the FASB issued an exposure draft that 
would supersede Statement No. 96, Accounting for Income 
Taxes (FASB, Current Text, vol. 1, sec. I25). The FASB is 
revising the Statement to reduce its complexity and to 
address concerns about the criteria for recognizing and 
measuring deferred tax assets. The exposure draft would 
allow certain deferred tax assets for deductible temporary 
differences and operating-loss and tax-credit carryforwards. 
If adopted, the proposal would be effective for fiscal years 
beginning after December 15, 1992. As a result of the 
proposal, the FASB has proposed a delay in the effective 
date of FASB No. 96 to fiscal years beginning after 
December 15, 1992.
Classification of Callable Obligations 
When a Violation Is Waived by a Creditor
FASB Statement No. 78, Classification of Obligations That 
Are Callable by the Creditor (FASB, Current Text, vol. 1, 
sec. B05), specifies the balance-sheet classification of 
long-term obligations that are callable by the creditor. In 
accordance with the Statement, when a debtor’s violation 
of a provision of a debt agreement at the balance-sheet date 
makes the obligation callable, the debt may only continue to 
be classified as a long-term liability if (1) the creditor waives 
or subsequently loses the right to demand repayment for 
more than one year from the balance-sheet date or (2) the 
obligation contains a grace period within which the debtor 
may cure the violation and it is probable the violation will 
be cured. In this situation, the auditor should obtain sufficient 
competent evidence to support the long-term classification. 
Such evidence should clearly and unequivocally affirm that 
the lender waives the right to call the debt for a specified 
period, and may consist of a written communication from 
the lender to the client or a confirmation from the lender 
to the auditor.
Subjective Acceleration Clauses 
and Debt Classification
Long-term debt agreements may contain subjective provi­
sions that, if violated, accelerate the maturity of the debt. 
In situations where recurring losses or liquidity problems 
exist, such obligations should be classified as current 
liabilities. Reclassification is not required only if the
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likelihood of acceleration of the due date is remote, such as 
when the lender historically has not accelerated due dates 
of loans containing similar clauses, and the financial 
condition of the borrower is strong and its prospects are 
bright (FASB Technical Bulletin No. 79-3, Subjective 
Acceleration Clauses in Long-Term Debt Agreements).
Industry Developments
The AICPA issues Audit Risk Alerts that focus on recent 
developments in various industries to provide auditors with 
overviews of current economic, industry, regulatory, and 
professional developments that they should be aware of as 
they plan and conduct their audits. The following industries 
are covered (product numbers are shown in parentheses):
■ Agribusiness (022092)
■ Airline (022080)
■ Banking (022083)
■ Casino (022089)
■ Construction Contractors (022088)
■ Credit Union (022081)
■ Employee Benefit Plans (022078)
■ Federal Government Contractors (022082)
■ Finance Companies (022090)
■ Health Care (022085)
■ Investment Companies (022096)
■ Life and Health Insurance (022098)
■ Not-for-Profit Organizations (022074)
■ Oil and Gas Producers (022091)
■ Property and Liability Insurance (022094)
■ Savings Institutions (022084)
■ Securities (022093)
■ State and Local Governments (022079)
Copies of these industry updates are available from 
the AICPA Order Department (800) 334-6961 (outside 
New York) and (800) 248-0445 (New York only) and are 
also included in the loose-leaf service for audit and 
accounting guides.
AICPA Services 
Technical Hotline
The AICPA Technical Information Service answers 
inquiries about specific audit or accounting problems. 
Call toll-free: (800) 223-4158 (outside New York) 
(800) 522-5430 (New York only)
Ethics Division
The AICPA’s Professional Ethics Division answers 
inquiries about the application of the AICPA Code of 
Professional Conduct. Auditors may call any of the 
following numbers: (212) 575-6217 
(212)575-6299 
(212)575-6736
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D I S C I P L I N A R Y  A C T I O N S
Four Members Expelled by Automatic Action
Under the AICPA bylaws, membership in the Institute shall 
be terminated without a hearing if the Secretary of the Insti­
tute receives a final judgment of conviction imposed upon 
any member for a crime punishable by imprisonment for 
more than one year. The following members have had their 
memberships terminated under this bylaw provision effec­
tive July 22 upon the denial by an ad hoc committee of the 
Joint Trial Board of their requests that the automatic disci­
plinary provisions of the Institute’s bylaws terminating their
memberships not apply in their circumstances:
■ Joseph Stanley Reisman of Brooklyn, N.Y. — convicted 
of filing false and fraudulent tax returns with the IRS.
■ Jonathan Duane Horn of Norman, Okla. — convicted of 
a crime involving moral turpitude.
■ Patrick Edward Powers, Jr., of Fort Worth, Tex. — con­
victed of selling unregistered securities.
■ Terrance L. Platthy of Niles, Ohio — convicted of 
income tax evasion.
Seven Members Expelled After Hearings,
At a meeting of a hearing panel of the Joint Trial Board on 
July 17, 1991, Bruce R. Ashton of Encino, Calif., was 
expelled from membership for violating the AICPA’s Code 
of Professional Conduct. Mr. Ashton failed to exercise due 
professional care and to adequately plan an engagement, 
failed to obtain sufficient relevant data to afford a reasonable 
basis for conclusions relative to the engagement, and signed 
an unqualified audit report as principal auditor without per­
forming independent audit procedures. Mr. Ashton, who was 
not present but was represented by counsel at the hearing, did 
not request a review of the decision which, therefore, became 
effective on Aug. 16, 1991.
The following members were also expelled from mem­
bership by hearing panels of the Joint Trial Board for failing to 
cooperate with the Institute’s Professional Ethics Division in 
its investigations of alleged ethics violations which were made 
against them:
■ John P. Butler of Costa Mesa, Calif., on July 17, 1991
■ Mark E. Johns of Billings, Mont., on July 18, 1991
■ William C. Sigrist of Oceanside, Calif., on July 18, 1991
■ Kenneth McGevna of Mahopac, N.Y., on July 22 , 1991
■ Steven N. Delit of New York City on July 23 , 1991
■ James T. Simpson of Voorhees, N.J., on July 23 , 1991
The respondents were advised of the hearings by regis­
tered letter but none were present at their hearings. Each was 
provided a copy of a transcript of the hearing and was advised 
in writing of his right to request a review of the decision within 
30 days. None of the respondents requested a review and the 
decisions, therefore, became effective on the 30th day.
Two Others Admonished
The following two members were admonished:
■ Harvey M. Rose of San Francisco was found guilty by a 
hearing panel of the Joint Trial Board on July 17, 1991, and 
was admonished for violating the AICPA’s Code of Profes­
sional Conduct by permitting his name to be associated with
 financial statements in a manner implying that he was acting 
as an independent public accountant without complying with 
generally accepted auditing standards and their interpreta­
tions as promulgated by the AICPA, and by failing to follow 
standards and/or procedures required in governmental audits. 
Mr. Rose, who was present with counsel at the hearing, did 
not request a review and the decision, therefore, became 
effective on Aug. 16, 1991.
■ James L. Bassett of Greenwich, Conn., was admonished 
on July 23 , 1991, by a hearing panel of the Joint Trial Board 
which found him guilty of violating the AICPA’s Code of 
Professional Conduct and the Connecticut Society of CPAs’ 
Code of Professional Ethics. Mr. Bassett failed to exercise 
due professional care, failed to comply with generally 
accepted auditing standards, and failed to comply with 
standards and procedures required in governmental audits. 
He is required to take 40 hours of approved continuing 
professional education courses within one year. Also, he is 
to submit a list of any audits or review engagements per­
formed during the year and to submit for review any 
engagements the Professional Ethics Division selects from 
that list. Mr. Bassett, who was present at the hearing, did not 
request a review of the decision which, therefore, became 
effective on Aug. 22, 1991.
P U B L I C  M E E T I N G  N O T I C E S
The Auditing Standards Board is scheduled to meet 
Dec. 10-12, 1991, at the AICPA in New York. For information 
about the agenda, call the AICPA’s Auditing Standards 
Division at 212/575 -3850.
The Accounting Standards Executive Committee is 
scheduled to meet at the Ritz-Carlton in Phoenix, Ariz., Dec. 
10-12, 1991. The committee plans to discuss the following:
■ FASB ED, “Accounting for Investments with Prepayment 
Risk” (approve comment letter)
■ IASC Proposed Statements (approve comment letters)
----Cash Flow Statements
----Research and Development Activities
—  Inventories
—  Capitalization of Borrowing Costs
■ Disclosure of Fronting Arrangements by Fronting 
Companies (approve practice bulletin)
■ Supplemental Current Value Reporting by Real Estate 
Companies (continue discussion from Sept. meeting)
■ Disclosure about Risks and Uncertainties (initial 
discussion of draft statement of position)
For more information and the final agenda, call Ruth 
Jackson at 212/575-6369.
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New CPAs Engage Mostly in Accounting and Auditing
A recent study reveals that CPAs with less than five years’ 
experience in public accounting spend more than half their 
time (52 percent) in accounting and auditing activities. The 
study adds that more experienced CPAs spend only about 
41 percent of their time in these activities.
“Practice Analysis of Certified Public Accountants 
in Public Accounting” is the product of a two-and-a-half 
year study of CPAs in public accounting. It was conducted 
to provide the AICPA Board of Examiners with evidence 
to ensure that the Uniform CPA Examination will continue 
to meet the needs of the public and the profession. The 
report summarizes the responses of more than 1,900 
CPAs in public practice on the different skills a new CPA 
will need.
The study’s major practice areas were: auditing and 
accounting, taxation, management advisory services, and
personal financial planning. It reviewed the kinds of engage­
ments CPAs in public practice take on and examined the 
amount of time they allocate to various engagements, 
tasks and activities; the importance they attribute to these 
tasks and activities; and the frequency with which each task 
and activity is undertaken.
AICPA President Philip B. Chenok said that the study 
will not only aid the Board of Examiners, but that “it may 
be used to mold existing accountancy education programs, 
to guide educational institutions in developing new ones, 
and to identify new areas for continuing professional 
development.”
Copies of “Practice Analysis of Certified Public 
Accountants in Public Accounting” (product number 079300) 
can be ordered from the AICPA Order Department (refer to 
New Publications for order information). Price: $37.50.
Electronic Filing of 
Call Reports Proposed
The Federal Financial Institutions Examination Council 
(FFIEC) has proposed a timetable for the electronic filing of 
Reports of Condition and Income (Call Reports) by banks. 
Beginning March 31, 1992, under the timetable proposed by 
the FFIEC, banks with assets of $100 million or more as of 
June 30, 1991, would be required to file electronically. 
Beginning March 31, 1993, banks with assets of $50 million 
or more as of June 30, 1991, would be required to file elec­
tronically. As of March 31, 1994, all banks would be required 
to submit their Call Reports electronically. For more informa­
tion, see the Federal Register, Oct. 4.
Cost Accounting Standards for 
Educational Institutions Proposed
The Cost Accounting Standards Board (CASB) has proposed 
that cost accounting standards be established for educational 
institutions to account for allowable contract costs. Such 
requirements are intended to be compatible with the institu­
tion’s established cost accounting practices used for recording 
of costs under federal contracts and grants. Comments are due 
Dec. 9. For more information, see the Federal Register, Oct. 8.
Testimony Given in Favor of Supreme Court Ruling on Securities Fraud Claims
A current Supreme Court ruling limits suits for securities fraud 
claims to within a year of discovery and three years of commis­
sion. The Court judged this time sufficient to protect investors 
against fraudulent misrepresentations, but not so long as to 
enable unsuccessful investors to use the securities laws as an 
insurance policy against risks undertaken voluntarily.
However, an amendment offered by Senator Richard 
Bryan (D-Nev.) would extend the time allowed for filing such 
suits to two years of discovery and five years of commission. 
The Bryan amendment, as it is called, had been adopted as part 
of the Senate Banking Bill earlier this year.
Opposing the amendment is a coalition of business and 
trade groups and professional organizations, including the 
AICPA. The members of the coalition believe that the amend­
ment would have the opposite effect from what Sen. Bryan 
intended, which is to protect the rights of small investors. 
Instead, the coalition claims, the amendment would mostly 
benefit lawyers and market speculators by encouraging 
frivolous securities fraud litigation.
Testimony on behalf of the coalition was presented on 
Oct. 2 to the Securities Subcommittee of Senate Banking.
The testimony, which favors the current Supreme Court ruling, 
stated that “Congress should not revise the statute of limita­
tions without examining the problems inherent in private 
securities litigation.” The present securities litigation system 
encourages practices described as “inappropriate” in the testi­
mony, such as defendants settling cases for reasons unrelated 
to the merits of the case, and small recoveries by injured 
parties while attorneys earn huge fees. Remedies suggested to 
the subcommittee include establishment of proportionate 
liability, so that defendants are liable for only the percentage 
of damages resulting from their conduct, and requiring losing 
parties to pay the legal expenses of those who win.
Legislation has also been introduced in the House of 
Representatives by Rep. Edward Markey (D-Mass.) that 
would allow investors three years of discovery and five 
years of commission to file suits, further relaxing the statute 
of limitations.
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M E E T I N G S  A N D  C O N F E R E N C E S
The Persona] Financial Planning Division’s 1992 
Technical Conference is for CPAs who want to explore such 
important financial planning topics as implementing financial 
plans, pinpointing investment policy issues and managing a 
successful practice. A team of recognized leaders will discuss 
the latest personal financial planning tools and techniques. 
Twenty-four advanced level general and concurrent sessions, 
plus repeats of most concurrent sessions, will be offered. The 
program includes a practitioners roundtable, an experience 
exchange grouped by firm size, and a luncheon address on 
legislative and regulatory issues. An organized spouse/guest 
program is also available. Dates and location: Jan. 13-15, Walt 
Disney World Swan Resort, Orlando, Fla. Registration: $595 
for Division members and APFS designees; $710 otherwise. 
Recommended CPE Credit: 21 hours. For technical informa­
tion, call Jeff Rattiner, Technical Manager, 212/575-3658.
The 1992 Annual Tax Season Update Conference is
for CPAs who want up-to-date information to help them cope 
with this year’s tax season. Sessions will highlight such topics 
as technology’s impact on profitability, Personal Service 
Corporations, capital recovery, divorce and premarital issues, 
succession planning, and tax planning for older clients. 
Specially “tracked” concurrent sessions will enable CPAs to 
focus on business tax issues, accounting issues, or special 
practice issues. The conference is cosponsored by the Florida 
Institute of CPAs. Dates and location: Jan. 9-10, Stouffer 
Orlando Resort, Fla. Registration: $495. Recommended CPE 
credit: 16 hours. For technical information, call Jodi Landau, 
Project Manager, 212/575-6643.
For information on these conferences, write to: AICPA, 
Meetings & Travel Division, 1211 Avenue of the Americas, 
New York, N.Y. 10036-8775, or call 212/575-6451.
AICPA CPE Offers Six Courses for Educators
The AICPA’s Continuing Professional Education Division 
offers six seminars that educators may find very useful. The 
seminars are designed to provide the up-to-date information 
educators need to ensure that their courses stay current in 
accounting and auditing, and taxation.
The three accounting and auditing courses are Accounting 
and Auditing Annual Updating Workshop, Accounting 
and Auditing Annual Standards Refresher, and FASB/APB 
Review. Accounting and Auditing Annual Updating 
Workshop is a two-day program that provides educators with 
a general review of this year’s accounting and auditing 
developments. Current authoritative guidelines on financial 
reporting are reviewed, and case studies are used to illustrate 
the pronouncements covered in the program. An overview of 
recent changes is presented in the one-day course, Accounting
and Auditing Annual Standards Refresher, where educa­
tors will benefit from summarized coverage of the major 
changes in accounting and auditing standards. FASB/APB 
Review covers the application of major FASB and APB 
pronouncements in preparing or reviewing financial reports 
and disclosures.
The three update courses in taxation are Corporate 
Income Tax Returns Workshop, Individual Income Tax 
Returns Workshop, and Mastering the 1992 Tax Season: 
An Annual Update. A description of these course offerings 
was included in the October issue of The CPA Letter; page 3.
Courses are located around the country during the remain­
der of this year. For schedules and registration information, 
write to: Alan Coleman, CPE Marketing, 1211 Avenue of the 
Americas, New York, N.Y 10036-8775, or call 212/575-6239.
N E W  P U B L I C A T I O N S
Revival of the Independent Contractor Issue (product 
number 061055) is a practice guide that reviews the factors 
considered by the IRS and the courts in classifying workers as 
employees or independent contractors. It is intended to aid the 
practitioner in structuring agreements between parties in inde­
pendent contractor relationships in ways that will survive audit 
challenges. The practice guide has been mailed to all Tax 
Division members. Price: $5.00.
A new product, the “Savings Guide” slide rule, (product 
number 890557) has been produced to serve as a focal point for 
members’ direct-mail or marketing campaigns.
The “Savings Guide” is an interactive slide rule that people 
can use to help them develop savings plans and goals. Side one 
enables users to see how much money they need to save each 
month to reach a particular financial goal. For example, if some­
one needs $100,000 in 20 years for a child’s education, he or she 
could use the “Savings Guide” to discover that $204 a month at 
a 6.5-percent rate of return must be saved to meet that goal. The 
second side of the “Savings Guide” allows users to see how much 
they will accumulate if they save $100 a month over different
time periods at varying rates of return. Adequate space is avail­
able for firm imprinting. Price: $7.50 for 10 copies.
The “Savings Guide” also makes a good accompanying 
piece for two brochures in the Consumer Guide Series: 
Retirement Planning: Achieving Financial Security for 
Your Future (product number 890803) and Saving for 
College: Easing the Financial Burden (product number 
890818). Price: $17 for 100 copies of either brochure.
Holding Down Health Care Costs: A Guide for the Finan­
cial Executive (product number 090050) is a new book which 
describes the nature and extent of the health care crisis, explains 
why containing health care costs must be a top priority for busi­
nesses, and offers strategies for minimizing costs. Price: $12.50.
To order AICPA publications, write to: AICPA Order 
Department, CL1191, P.O. Box 1003, New York, N.Y. 
10108-1003; send your order via fax, 212/575-6841; or call 
800/334-6961, or 800/248-0445 in New York State. Ask for 
Operator CL1191. The best times to call are 8:30 to 11:30 a.m. 
and 2:00 to 5:30 p.m., Eastern Daylight Time. Prices do not 
include shipping and handling.
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In testimony before the House 
Ways and Means Committee on 
Oct. 2, the AICPA strongly 
supported legislation regarding 
the amortization of intangibles, 
because it simplifies the tax law. However, the AICPA sug­
gested that certain fine-tuning is needed to meet that goal, 
and identified specific items which would further improve 
simplification. The AICPA stated that the greatest potential 
for simplification relates to a lump-sum purchase of a trade or 
business where cost must be allocated to the various assets. 
Meaningful simplification will be attained only when that 
allocation process is minimized or eliminated. Therefore, this 
bill, H.R. 3035 which was introduced by Ways and Means 
Committee Chairman Dan Rostenkowski (D-Ill.) in July, 
should cover all intangibles acquired in the purchase of a 
trade or business, and should exclude all intangibles that are 
acquired as separate individual assets. Further, the bill should 
provide for non-recognition of gain as well as loss upon 
disposition of an intangible; otherwise, it will still be necessary 
to allocate specific costs to each separate intangible. Addition­
ally, the bill should include renewable governmental rights in 
the definition of an amortizable intangible asset. The AICPA 
also recommended that H.R. 3035 allow taxpayers to elect to 
apply these provisions retroactively.
IRS Urged to Modify 
Proposed Estate 
Freeze Rules
The AICPA urged the IRS to 
modify several areas of proposed 
regulations concerning estate 
freezes at an IRS hearing. The pro­
posed regulations would implement Chapter 14 of the Internal 
Revenue Code. Chapter 14 creates a complex set of valuation 
guidelines intended to eliminate perceived valuation abuses 
and related disputes between taxpayers and the IRS in estate 
freeze transactions. The AICPA suggested changes to the fol­
lowing areas, among others, in order to provide guidance and 
eliminate confusion: 1) What is the appropriate discount rate
required to value a qualified payment under section 2701 of 
the Code?; 2) What is the impact of the retained interest’s 
value in determining the value of a transferred interest?
AICPA Submits 
Testimony on 
Small Business 
Retirement Plans
The AICPA recently submitted 
testimony regarding small 
business retirement plans to 
the ERISA Advisory Council 
Working Group of the Depart­
ment of Labor. The testimony outlines the CPA’s role in 
small employer plans and recommends simpler solutions 
to issues directly affecting small employers. The AICPA 
noted that complexity, especially as it applies to the 
smaller employer, is at a point where it is adversely affect­
ing both the private pension system and the administration 
of the tax system. As a result, the benefit administration 
problems of the smaller employer are particularly unique 
to the CPA practitioner, who is viewed as their sole 
business and tax adviser. The work group was formed to 
study small business retirement plans and to assess the 
problems of coverage and benefit security resulting from 
undue complexity.
Trade Information 
Center Established
A Trade Information Center 
has been established in the 
U.S. Department of Com­
merce to provide information about the resources available 
from the federal government to businesses in developing 
export trade. Information on all federal export assistance 
programs, including those that provide export counseling, 
international market research, foreign trade contacts and 
trade leads, export financing, and advice on documentation 
and licensing requirements, is available from the Trade 
Center. A pamphlet entitled Export Programs: A Business 
Directory of U.S. Government Resources is also available. 
Call the Trade Center at 800/872-8723 for a copy of the 
pamphlet or more information.
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A News Report to Members
Non-CPA Affiliation with AICPA Member Sections Approved
The AICPA govern­
ing Council’s 
meeting on Oct. 26 
resulted in decisions 
to allow non-CPA 
affiliation with 
AICPA member 
sections, to assist states seeking to legislate bans 
on commissions, and to continue pressing for 
relief from workload compression stemming 
from tax-filing regulations.
By a hefty margin, Council voted to allow 
non-CPAs employed by CPA firms to affiliate 
with the Institute’s voluntary membership sec­
tions as “section associates.” While associates 
will not have voting privileges, they would 
enjoy the technical information and service ben­
efits offered by the Tax Division, the Personal 
Financial Planning Division, the Management 
Advisory Services Division and the Information 
Technology Division. They will also be entitled 
to receive the Journal of Accountancy and The 
CPA Letter.
To participate, section associates would 
have to meet the following eligibility require­
ments: The individual must be from a firm 
enrolled in an AICPA practice-monitoring pro­
gram, must be sponsored by an AICPA member 
who is an owner of such firm, must have 
obtained a bachelor’s degree from a college or 
university accredited by one of the six regional 
accrediting agencies, and must meet continuing 
professional education requirements for AICPA 
members in public practice and abide by the 
AICPA Code of Professional Conduct.
Affiliation of non-CPAs with membership 
sections is contingent upon specific authoriza­
tion by each division’s executive committee.
A future issue of The CPA Letter will feature 
profiles of the divisions and provide information 
for affiliation.
Also, Council members decided by a 
113-59 vote to assist state CPA societies 
seeking legislation to prohibit the acceptance 
or payment of all commissions by any CPA 
engaged in the practice of public accounting. 
The AICPA has traditionally helped states in
their legislative efforts to achieve the goals of 
the Uniform Accountancy Act, and similar help 
will be available in this initiative.
The AICPA’s current commission rule 
prohibits acceptance of commissions by any 
member having an attest relationship with the 
client (The CPA Letter, Oct.). The rule was 
adopted following an agreement with the 
Federal Trade Commission which prohibits the 
AICPA from continuing to have a rule banning 
all commissions for Institute members.
In addition, Council endorsed a resolution 
calling for Congress to give tax simplification 
the highest priority (The CPA Letter, Oct.). The 
resolution will now be brought to the attention 
of Congress and tax authorities as a policy 
statement of the AICPA.
In a separate but related tax issue, Council 
supported continuation of legislative efforts to 
obtain relief from workload compression, caused 
by a Tax Reform Act of 1986 requirement 
whereby most small businesses have to use the 
calendar year. House and Senate members have 
already agreed to introduce an AICPA proposal 
if the Joint Committee on Taxation finds it to 
be “revenue neutral.” Under the Institute’s pro­
posal, partnerships, S corporations and Personal 
Service Corporations, both new and existing, 
would be allowed to restore fiscal years as long 
as they make the requisite payments, which the 
AICPA believes would make its proposal rev­
enue neutral. The AICPA has been pressuring 
Congress for months to correct the workload 
imbalance and restore fiscal years.
In other actions at the meeting, Council:
■ Elected Gerald Polansky of Washington, 
D.C., chairman of the board of directors.
Jake Netterville of Baton Rouge, La., was 
elected vice-chairman of the board.
■ Approved the budget for 1991-1992 and 
elected J.H. Cohen and Company as auditors for 
the AICPA and its subsidiaries for 1991-1992.
■ Received a report from the AICPA Benevo­
lent Fund, which provides financial and other 
support to needy CPAs and their families. The 
Fund is planning fund-raising efforts to boost 
its available resources.
Council also decides 
to assist state legislative 
efforts to ban commis­
sions for CPAs and 
supports fight against 
workload compression
N E W S  B R I E F S
►A/CPA Long Term Disability Income 
Plan Election Deadline Is Jan. 1
Members desiring to begin or increase their coverage under 
the AICPA Long Term Disability Income Plan must act 
before Jan. 1 , 1992. Special features of the Plan include 
monthly disability income benefit payments ranging from 
$500 to $5,000 for disabilities caused by either sickness 
or accident (up to $1,500 of monthly benefits is available 
regardless of earnings or other disability coverage in force); a 
“your occupation” definition that applies for the duration of 
the benefit period; disability income benefits that may be 
paid for life after a 13- or 26-week waiting (elimination) 
period if disability was incurred before age 50 (payments to 
age 65 if incurred at or over age 50); and a voluntary rehabili­
tation program under which the insured CPA may return to 
work while receiving monthly disability income benefits in 
reduced amounts.
Descriptive literature about the Long Term Disability 
Income Plan was mailed to members recently. For additional 
information, write to the Plan Agent: Rollins Burdick 
Hunter Co., 605 Third Avenue, New York, N.Y. 10158, 
or call 800/221-4722; in New York call collect at 
212/973-6200 and ask for extension series 447.
►Environmental Issues to Be 
Covered at World Congress
Recognizing the effects of global environmental issues on 
accounting and auditing, a session to address the topic has 
been added to the already comprehensive program of the 
World Congress of Accountants, Oct. 11-14, 1992, Washing­
ton, D.C. Session Chairman James Goodfellow of Deloitte & 
Touche, Canada, and panelists will focus on the professional 
accountant’s role in terms of the services that can, should or 
are expected to be provided regarding environmental issues.
The XIV World Congress of Accountants offers 16 con­
current sessions on a wide range of topics, and four plenary 
sessions concentrating on international themes. More than 
3,500 accountants are expected to attend. For more informa­
tion or to register, see the advertisement on pages 5 and 6.
►Tax Forms Committee Wants 
Members’ Comments
The AICPA Tax Forms Committee is seeking members’ help in 
identifying problems with tax forms for 1991 returns. The com­
mittee asks that tax preparers note any problems they have with 
tax forms this filing season. Suggestions for improvement are 
encouraged as well. Members’ comments will be incorporated 
into comments sent to the Internal Revenue Service as part of the 
committee’s continuing project on tax forms. Send comments to: 
Marianne Micco, Form Suggestions, AICPA, 1455 Pennsylvania 
Avenue, NW, Suite 400, Washington, D.C. 20004-1081.
► FASB’s Beresford to Address 
AICPA’s SEC Conference
The AICPA National Conference on Current SEC 
Developments is for individuals who want to build on 
their existing knowledge of current SEC rules. Among the 
speakers will be Financial Accounting Standards Board 
(FASB) Chairman Dennis R. Beresford, the SEC’s Divi­
sion of Corporation Finance Director Linda Quinn and the 
Division’s Chief Accountant Robert A. Bayless, and other 
key representatives from industry.
Topics to be covered include current projects in 
the Office of the Chief Accountant, current FASB projects 
affecting SEC registrants, environmental liability disclo­
sure issues, developments in the Divisions of Enforcement 
and Corporation Finance, internationalization of the 
securities market, new section 16 rules, proxy reform and 
MD&A developments, and perspectives on the SEC filing 
and review process.
Dates and location: Jan. 7-8, Grand Hyatt, 
Washington, D.C. Registration: $595. Recommended CPE 
credit: 16 hours. For more information, write to: AICPA, 
Meetings & Travel Division, 1211 Avenue of the Americas, 
New York, N.Y. 10036-8775, or call 212/575-6451.
► Nondisclosed CPA Exam Proposed
The AICPA Board of Examiners (BOE) has approved the 
issuance of the position paper, A Nondisclosed Uniform 
CPA Examination. The position paper describes the 
BOE’s plan for the Uniform CPA Examination to become 
a nondisclosed examination beginning in 1996. A nondis­
closed examination would mean that the examination 
questions and answers could not be released to candidates, 
the profession or the public after the examination has 
been administered.
For a copy of the position paper, write to: Board of 
Examiners, Examinations Division, AICPA, 1211 Avenue 
of the Americas, New York, N.Y. 10036-8775.
► Public Meeting Notices
The Board of Examiners will meet on Jan. 23, 3:00 p.m. 
to 5:00 p.m., at the New Orleans Intercontinental Hotel to 
discuss the position paper, A Nondisclosed Uniform CPA 
Examination. For more information, call the Examina­
tions Division at 212/575-3873.
The Accounting Standards Executive Committee 
plans to meet on Jan. 28 -  30 at the AICPA’s New York 
offices. For more information and the final agenda, call 
Ruth Jackson at 212/575-6369 after Dec. 20.
The Auditing Standards Board plans to meet on 
Feb. 11-13. For location and agenda information, call the 
Auditing Standards Division at 212/575-3850.
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Highlights of the 104th Annual Members' Meeting
Polansky to Focus on Image, 
Liability Reform and Membership
The Institute’s new chairman of the board of directors,
Gerald Polansky, addressed more than 1,300 members and 
guests at the AICPA’s 104th Annual Meeting in San Fran­
cisco. In his inaugural speech, Polansky said that the AICPA 
needs to both nurture the agenda set by outgoing chairman 
Thomas W. Rimerman, for which many of the projects are 
still underway, and develop new initiatives to improve the 
profession’s relationships with government, the business 
community and the public.
He cited critical areas of concern for the profession to 
continue its advancement. In addition to enhancing the finan­
cial reporting process and achieving uniformity in standards 
and licensing, according to Polansky, it is essential to curb 
the liability threat and increase membership in the Institute to 
the point that all CPAs belong.
Emphasizing the importance of strengthening the CPA’s 
position among the public, Polansky said, “The AICPA has 
more than 300,000 public relations agents. You and all of 
your colleagues in the Institute are our front line in the battle 
to preserve the image of the profession. Raising the general 
public’s consciousness about our fine track record, our pro­
grams to maintain ethical standards and the proper role of the 
auditor will help us immensely.”
Gold Medals, Elijah Watt Sells 
Awards Presented
The highest honor the AICPA can bestow for distinguished 
service to the accounting profession, the Gold Medal Award, 
was given to Ray J. Groves, chairman of Ernst & Young, and 
to Thomas L. Holton, retired chairman of Peat Marwick Inter­
national. Groves is a former chairman of the AICPA Board 
of Directors, and Holton is a former member of the board.
Elijah Watt Sells Awards, given to the top scorers on 
both the Nov. 1990 and May 1991 Uniform CPA Examina­
tions, were presented to Paul Decker of Mentor, Ohio (gold, 
Nov.); Allen Lueth of Richfield, Minn, (gold, May); Maurie 
Fox-Warren of Cambridge, Mass., and Margo Deyo of Ster­
ling, Ill. (tied for silver, Nov.); Lauran Jack of Wash., D.C., 
(bronze, Nov.); David Edward Miller of Rochester, N.Y. 
(silver, May); and Ching Yi Li of Taiwan (bronze, May).
The Nov. exam attracted approximately 75,500 
candidates who completed 273,835 papers, and May’s 
exam had approximately 66,900 candidates completing 
234,900 papers.
Audiotapes Available from Meeting
Most concurrent sessions are available on audio tape. For 
more information, write to: Conference Copy Inc., 2222 
Avenue X, Brooklyn, N.Y. 11235, or call 718/934-2678.
Important News at Press Time 
AICPA Criticizes Provision to Pay for Unemployment Benefits Extension
On Nov. 15, President Bush signed into law legislation 
extending the number of weeks people may collect unem­
ployment compensation. Because last year’s budget 
agreement mandated that new expenditures be on a “pay as 
you go” basis, the legislation included a provision to pay 
for the extension by changing the estimated tax payment 
rules for individuals.
While agreeing that providing relief to the nation’s 
unemployed is important, the AICPA is critical of the fund­
ing mechanism. The Institute believes that the provision, 
which limits some taxpayers’ ability to base quarterly esti­
mated tax payments on prior year’s tax liability, introduces 
an unacceptable level of complexity and uncertainty for 
millions of individuals.
In general, effective for the tax years 1992 through 
1996, the 100 percent of prior year’s tax exception for 
quarterly estimated taxes will not be available where the 
taxpayer’s adjusted gross income (AGI) grows by more 
than $40,000 over the prior year, and the taxpayer has an 
AGI over $75,000 in the current year. Exceptions are pro­
vided for the following: taxpayers not subject to estimated 
tax requirements during any of the three prior years, gains 
from involuntary conversions and sale of a principal 
residence, limited partners with less than a 10-percent 
ownership interest, and S corporation owners with less than 
a 10-percent ownership interest. In addition, all taxpayers
can continue to use the 100 percent of prior year’s tax safe 
harbor for the first quarter of the year or for any quarter 
where the taxpayer’s annualized AGI is estimated to be 
within the threshold amounts.
For the two weeks between introduction and passage 
of this tax-payment provision of the legislation, AICPA 
representatives met with members and staff from both the 
House of Representatives and the Senate and wrote strong 
letters of opposition to tax-writing committees and Con­
gressional leaders. The Institute pointed out that perhaps 
only 400,000 taxpayers may exceed the allowed thresholds, 
but it is likely that many times that number will have to 
make the quarterly calculations just to determine whether 
they are subject to the new rules. The new law will require 
partnerships and S corporations to provide K-1 type 
information within a few days after the ends of May, Aug. 
and Dec.
The AICPA argued that if accelerated estimated tax 
payments were deemed necessary, they could have been 
achieved without losing the certainty of the prior-year base 
by changing the safe harbor from 100 percent of prior 
year’s tax to 105 or 110 percent of prior year’s tax, a readily 
available figure. This approach could also have had a 
threshold limiting it to upper-income taxpayers.
The Tax Division is planning to issue a practice guide 
to assist members in interpreting and applying the new rules.
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New Standard Provides Guidance 
on Use of Confirmations
The Auditing Standards Board has issued Statement on 
Auditing Standards (SAS) No. 67, The Confirmation Process 
(product number 060444). SAS No. 67 provides guidance 
about all types of confirmations, including accounts receiv­
able confirmations, and establishes certain performance 
responsibilities for auditors using confirmations in audits 
performed in accordance with generally accepted auditing 
standards. The Statement is effective for audits of fiscal 
periods ending after June 15, 1992.
SASs are no longer mailed to members on a gratis basis; 
SAS No. 67 will be published in the Jan. 1992 issue of the 
Journal of Accountancy. To buy a copy of the SAS, write to: 
AICPA Order Department, P.O. Box 1003, New York, N.Y. 
10108-1003; or call 800/334-6961, or 800/248-0445 in 
New York State. Price: $5.00.
New Audit Requirements Issued for  
Audits of Multi-State Food Processors
The U.S. Department of Agriculture, Office of Inspector 
General (USDA OIG) has issued a revised audit program 
(USDA OIG Audit Bulletin 27009b) to be used by indepen­
dent auditors conducting audits of Multi-State Food 
Processors, effective for audits after Oct. 7 ,  1991. The 
revised program, which supersedes Audit Bulletin 27009a, 
includes additional reporting requirements and audit proce­
dures, and requires the independent auditor to test whether 
processors maintain adequate insurance to protect contract­
ing agencies against performance failures by the processor. 
Copies of Audit Bulletin 27009b can be obtained at no 
charge by calling the Department of Agriculture, Commodity 
Processing Branch at 703/305-2888.
Fax Number/Address Provided for  
Government Printing Office
The Government Printing Office (GPO) has provided a 
fax number and correspondence address as alternatives 
to its regular phone number, 202/783-3238, for placing 
orders. Faxed orders must be charged to a VISA or 
MasterCard credit card; include card number and expi­
ration date. The fax number, 202/275-2529, operates 
24 hours a day. Orders via letter (with check payable to 
Superintendent of Documents enclosed) should be sent 
to: New Orders, Superintendent of Documents, P.O.
Box 371954, Pittsburgh, PA 15250-7954.
The CPA Letter last month announced two publica­
tions available from the GPO. Their stock numbers and 
prices are as follows: OMB Circular A-133 Supple­
mentl, stock number 041-001-00363-1, costs $6.50; 
HUD Audit Guide, stock number 023-000 -00781-9, 
costs $6.50. Orders must be prepaid and stock numbers 
supplied.
Modification Proposed to Auditing 
Interpretation on Marketable Securities
The Auditing Standards Division is currently considering 
modifying the interpretation of AU Section 332, Long-Term 
Investments, titled “Evidential Matter for the Carrying Amount 
of Marketable Securities.” The interpretation, if modified, 
would provide expanded guidance for auditors in applying 
generally accepted auditing standards to audits of the financial 
statements of entities with investments in marketable securi­
ties. Practitioners should be alert for the issuance of the 
modified interpretation, which will be announced in an 
upcoming issue of The CPA Letter.
Comment Deadlines Extended for  
Exposure Drafts on Reinsurance, 
Employee Benefit Plans
The comment period for an AICPA exposure draft of a pro­
posed statement of position, Guidance for Assessing Risk 
Transfer in Property and Liability Reinsurance Contracts 
(product number 800013), has been extended until Feb. 28, 
1992. The deadline was extended because the FASB is 
expected to release an exposure draft on reinsurance by Dec. 31.
The deadline for providing comments to the AICPA 
Employee Benefit Plans Committee on the exposure draft of 
a proposed statement of postion, Accounting and Reporting 
by Health and Welfare Benefit Plans (product number 
800012), has been extended until Dec. 31.
FASB Issues Discussion Memorandum 
on Consolidations Accounting
The Financial Accounting Standards Board (FASB) has 
issued a discussion memorandum, Consolidation Policy and 
Procedures, setting forth the accounting issues and alterna­
tives and discussing research and relevant literature on the 
subject. The FASB is taking a comprehensive look at the 
consolidation rules and plans to update them.
The AICPA issued the basic guidance for consolidation 
accounting in Accounting Research Bulletin No. 51, Consol­
idated Financial Statements. The basic issues in the FASB’s 
discussion memorandum are whether and how the separate 
financial statements of two or more affiliated legal entities 
should be combined into a single set of consolidated 
financial statements. “Whether” focuses on the relative 
importance of control and ownership as conditions for 
consolidation and on the definition of “control.” “How” con­
cerns procedural matters; for example, how to measure the 
subsidiary’s identifiable assets and liabilities at the acquisition 
date, how to measure its goodwill at the acquisition date 
and what to do if an investee becomes a subsidiary through 
a series of purchases of small blocks of stock.
The comment period ends on July 15, 1992. To order a 
copy of the discussion memorandum, available free through 
the comment period, write to: FASB Order Department,
401 Merritt 7, P.O. Box 5116, Norwalk, CT 06856-5116.
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World Congress of Accountants 
Congrès Mondial des Professionnels de la Comptabilité 
Weltkongreß der Accountants 
Congreso Mundial de Contadores 
Washington, DC 
11-14 October 1992
WASHINGTON, DC 
11-14 OCTOBER 
1992
"The Accountant’s Role in a Global Economy”
BENEFITS:
1. Opportunity to share views and establish contacts with professionals 
from 78 countries.
2. Develop a greater understanding of the emerging global economy.
• Role of the accounting profession in stimulating the global 
economy and improving business performance.
• Specific topics such as capital needs, regional market trends, 
acquisitions and financing, privatization.
3. Learn about changes in international accounting and standards setting.
• Internationalization of financial reporting standards, international 
accounting standards.
• Profession’s role in establishment of high standards in business and 
professional ethics.
PLENARY SESSIONS
1. The Status of Accountancy in the World Today
2. Regional Market Trends and Their International Impact
3. Meeting Worldwide Capital Needs
4. Internationalization of Financial Reporting Standards—
A Challenge for the Profession
CONCURRENT SESSIONS
In addition, sixteen concurrent sessions will be repeated twice on issues 
affecting the accountancy profession.
RECOMMENDED CPE CREDIT: 20 Hours 
EXPOSITION
Save time and $$ at the 200-Booth exposition.. .Virtually 
every company or firm providing services or products to the 
accounting profession will exhibit at the XIV World Congress of 
Accountants Exposition.
SOCIAL AND ACCOMPANYING PERSONS PROGRAM
Over 20 custom Tours, Opening Reception, hosted at the Smithsonian 
Institute. Gala entertainment featuring Wynton Marsalis and 
Maureen McGovern.
CONGRESS SPONSOR AND HOST ORGANIZATIONS
The Congress sponsor is the International Federation of Accountants.
The host organizations of the Congress are the American Institute of 
CPAs, the Institute of Management Accountants and The Institute of 
Internal Auditors.
Partial Listing of Early Confirmed Speakers
Pehr G. Gyllenhammar, Executive Chairman, AB Volvo
Sir Brian Jenkins, Lord Mayor of London
George Will, Syndicated Columnist
Charles A. Bowsher, Comptroller General of the United States
Hugh R. Collum, Finance Director &  CFO, Smith, Kline Beecham PLC.
John Phelan, President, International Federation of Stock Exchanges
Enrique Iglesias, President, Interamerican Development Bank
John Flaherty, Vice President &  General Auditor, PepsiCo Inc.
Robert W. Liptak, CFO, Faison and Associates 
Stanley R. Pylipow, Senior Vice President and CFO,
Fisher Controls International, Inc.
Hugh Parkes, General Manager, Group Audit, National Australia 
Bank Group
Hilmar Kopper, Member, Board of Directors, Deutsche Bank 
Richard Murray, Chairman, Minet International Professional 
Indemnity Ltd.
Paul Guy, Secretary General, International Organization of 
Securities Commissions
Richard G. Humphry, Director-General, New South Wales 
Premier’s Department
Bertrand d’Illiers, Chef du Service des Affaires Comptables,
Commission des Operations de Bourse
Roelof Voormeulen, Director of Audit, Ministry of Finance, Netherlands
J. Michael Cook, Chairman, Deloitte &  Touche
Bertil Edlund, Chairman, Coopers &  Lybrand, Sweden
Talal Abu Ghazaleh, Managing Partner, Talal Abu Ghazaleh International
Ray Groves, Chairman, Ernst &  Young
Shaun F. O'Malley, U.S.  Chairman, Price Waterhouse
Matthew L. Patient, Partner, Coopers &  Lybrand Deloitte
Arthur Wyatt, Partner, Arthur Andersen &  Co.
Alain Jean Burlaud, Professor, University of Paris 
Robert S. Kaplan, Professor, Graduate School of Business,
Harvard University
Eliseu Martins, Professor, University of Sao Paulo
REGISTRATION FEE
The congress registration fee is US $900.00 per registrant and US $400.00 per accompanying person which covers the following activities:
Registrants
Half-Day City Tour (1) 
Opening Session 
Plenary Sessions (4)
Opening Reception 
Washington by Night Tour 
Concurrent Sessions (2 of 16)
Accompanying Persons
Business Luncheons (2) 
Exposition 
Full-Day Tour (2) 
Evening Entertainment 
Closing Session
Registrants Accompanying Persons
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CONGRESS SCHEDULE
Saturday, 
10 October
Sunday,
11 October
Monday,
12 October
Tuesday,
13 October
Wednesday, 
14 October
08:00 -  18:00 
Registration for 
the Congress
08:00 -  18:00 
Registration for 
the Congress
09:00 -  12:00 
Half-Day City Tours
14:00 -  17:00 
Half-Day City Tours
09:00 -  12:00 
Half-Day City Tours
14:30 -  17:30 
Opening Session/ 
Plenary Session 1
19:30 -  21:30 
Opening Reception 
Smithsonian Museums
Starting at 20:30 
Washington by 
Night Tour
09:00 -  12:00 
Plenary Session 2
10:00 -  16:00 
Full Day Tours for 
Accompanying Persons
12:00 -  18:00 
Exposition Open
12:30 -  14:00 
Luncheon w/Speaker 
Lord Mayor of London
14:30 -  17:30 
Concurrent Sessions (16)
09:00 -  12:00 
Plenary Session 3
10:00 -  16:00 
Full Day Tours for 
Accompanying Persons
10:00 -  18:00 
Exposition Open
12:30 -  14:00 
Luncheon w/Speaker 
George Will 
Syndicated Columnist
14:30 -  17:30 
Concurrent Sessions (16)
20:00 -  22:00 
Entertainment Gala
09:00 -  12:00 
Plenary Session 4
10:00 -  15:00 
Exposition Open
15:00 -  16:30 
Closing Session
19:30 -  23:30 
Optional Dinner Dance 
Hyatt & Ramada
Registration or
Please complete the registration form below and return via mail or fax. If 
you would like to register send applicable fees to the World Congress of 
Accountants Registration and Housing Office. The registration fees can be 
remitted in US funds by check or credit card or we can invoice AICPA 
members. Checks made payable to: XIV World Congress of Accountants/ 
ITS. You can fax this form if you want more information or if paying by 
credit card or requesting to be invoiced. Upon receipt of your registration 
and payment complete information regarding hotels, session selection and 
accompanying person program will be forwarded to you.
More Information
Cancellation Policy: Cancellation requests must be made in writing to the 
XIV World Congress of Accountants Registration and Housing office.
A refund of 85% of the total registration amount due will be issued on 
cancellation requests received by July 1 , 1992. Cancellation requests 
received after July 1st, but by September 11, 1992 will be issued a refund 
of 50% of the total registration amount due. Due to financial obligations 
incurred by the XIV World Congress of Accountants, no refunds will be 
issued on cancellation requests received after September 11, 1992.
The XIV World Congress of Accountants/ITS
Registration and Housing Office 104 Wilmont Road, P.O. Box 825, Deerfield, IL 60015-0825 USA 
Telephone: 708-940-2100 Telex: 255285 Telefax: 708-940-2386
Type or prin t clearly REGISTRATION FORM
Yes, I am interested in the World Congress of Accountants
____  Enroll me as a registrant of the World Congress of Accountants. I have
indicated below my preferred method of payment.
____  I would like to know more about the World Congress of Accountants. Please
send me the program brochure when it becomes available in early January.
Name _______________________________________________________________
Last (Surname) Middle Initial First (Given)
Title ________________________________________________________________
Organization _________________________________________________________
Address _____________________________________________________________
C ity______________________________ State_______________ Zip___________
Country____________________________________________________________ __
Name of Accompanying Person(s)_________________ _ ______________________
Registration Fees 
Attendance Fee:
Congress Registration @ US $900 $900
Accompanying Person(s) @ US $400 X [ ] persons ______
Closing Dinner Dance @ US $100 X [ ] persons ______
Subtotal ______
Less Registration Deposit Paid Prior to September 1, 1991 ______
Amount Due ______
Method of Payment
[ ] Company/Personal Check in US Funds payable to XIV World Congress of 
Accountants/ITS 
[ ] Invoice me: I agree to remit payment upon receipt of invoice.
(AICPA members only)
Signature ___________________________________________________________
[ ] Credit Card [ ] MC [ ] VISA
16 Digits 13 or 16 Digits
Card Number _______________________________________________________
Exp. Date ___________________________________________________________
Cardholder’s Name ___________________________________________________
Signature ___________________________________________________________
Only credit card or bank transfer payments can be faxed 708-940-2386
Photo copy this form for additional registrants
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CALCULATE AND TRACK DEPRECIATION FOR SIX 
BASES OF REPORTING WITH A VARIETY OF METHODS.
It’s simple with
AICPA Depreciation
Calculating and keeping track of depreciation 
can get pretty complicated, particularly when you 
apply different methods of depreciation on a manual 
basis in different reports.
Now there’s a simple way to calculate depreciation 
for all your assets, from using double-declining bal­
ance depreciation on a company’s books to applying 
an AMT preference calculation on a federal return.
AICPA D epreciation software calculates depre­
ciation on six separate reporting bases: book, 
federal, state, AMT, ACE, and “other.” It also lets 
you apply various methods of depreciation in any of 
these reports and prints out complete worksheets 
showing changes in various property accounts and 
the necessary journal entries to record depreciation 
for the year.
AICPA Depreciation No. 016405 $495 
(10% discount for AICPA members.)
Available December 15, 1991.
Features diskettes in both 5¼" and 3½” formats.
Firm license/network version: 2-10 users: $695 No. 016406;
11 or more users: $995 No. 016408
Reports generated through 
AICPA Depreciation include:
• Depreciation schedules by category, G/L account
number, system, or convention
• Summarized worksheet information for forms
4255, 4562, 4626, 4797, 6252, and Schedule D
• AMT preference calculation
• ACE adjustment calculation
• Fully depreciated assets report
• Undepreciated assets report
• Amortization report
• Section 179 deduction report
• ITC taken report
• Basis comparison
• Depreciation account reconciliation
• Amortization account reconciliation
• Schedule M-1 information
• Overridden calculations
System  R equ irem ents IBM PC or compatible, 
hard disk drive, DOS 3.1 or higher, 640K RAM, any 
printer capable of printing 132 characters per line.
ORDER FORM FOR AICPA MEMBERS ONLY
How to Order
Call toll-free: 1-800-334-6961 and ask for Operator 
CPA 1291. In New York State call: 1-800-248-0445.
When ordering by phone, be prepared to give operator 
title, product number and your AICPA membership 
number. Nonmembers may place telephone orders if 
they provide a MasterCard or VISA number and 
expiration date.
Or complete this order form and return it to AICPA 
Order Dept., P.O. Box 1003, New York, NY 10108-1003.
PAYMENT METHOD
□  Payment Enclosed
□ Bill Directly
Card account number
□ MasterCard
CPA 1291
□ VISA
Exp. date
Signature
QTY PRICE TOTAL
Name Member Number
Depreciation
. Firm license/network 
2-10 users
. Firm license/network 
11 or more users
No. 016405
No. 016406 $595
Firm
Address
City State ZIP
Shipping and handling: 4.5% of order
Sales Tax: In New York City add 8.25% sales tax. Elsewhere in New York State add 
4% sales tax plus local tax if applicable. In Washington, DC, add 6% sales tax and 
in Vermont add 5% sales tax.
100% Money Back G uarantee. If you are not 100% satisfied with any item you 
order, you may return it to us in saleable condition within 60 days for a  full refund 
for the price of the item.
No. 016408 $995 
Subtotal
10% AICPA member discount 
Shipping and handling 
Sales Tax 
Total
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N E W  P U B L I C A T I O N S
Tax-season materials are now available to help CPAs 
meet their clients’ demands for information with ease 
and efficiency.
■ A brochure, 32 Tax Facts: A 1991 Tax-Preparation 
Guide (product number 889516), outlines the new tax laws. 
It reviews the financial records needed to complete a tax 
return and includes hints for uncovering deductions hidden 
in those records. More than 150,000 copies of the brochure 
were purchased last year. Space is provided for imprinting of 
firm name. Price: $17 for 100 copies.
■ Mapping the Way to a Lower Tax Bill (product number 
889513) is a slide presentation that members can deliver to 
general audiences. With 35 color slides and a script, it pro­
vides an overview of new tax laws and offers strategies to 
expose tax-deductible expenses. (The brochure mentioned 
above may serve as a useful handout.) Price: $135 for the 
first set, $65 for each additional set. No returns accepted.
■ The 20-minute speech, Tips on Building a Successful 
Tax Return (product number 890664), is also geared toward 
general audiences. It offers a summary of significant tax 
changes and discusses strategies for minimizing tax liability. 
Along with the speech, purchasers receive a media-interview 
guide with 14 questions that reporters might ask CPAs dur­
ing tax season. Price: $4.00 per copy.
Tax practitioners may also want to order the 1991 Tax Prac­
tice Guides and Checklists (product number 059505), which 
includes tax-preparation checklists for individuals, partner­
ships, corporations, S corporations, fiduciaries, passive 
activities, employee benefits and tax-exempt organizations. 
Sample engagement and transmittal letters, organizers, 
practice-management forms and other practice guides are 
included as well. Tax Division members will receive the 
checklists and guides automatically. Price: $60.00.
This product is also available on APG2 Tax Library 
Volume I (product number 016834). Price: $27.50.
A new brochure, Improving Business Performance: 
Restructuring Your Organization for Results (product 
number 889546), will help CPAs market their services to 
business owners. Designed for distribution to small-business 
clients, the brochure explains how CPAs can assist businesses 
in restructuring their organizations to improve performance.
The brochure stresses the importance of the CPA’s role 
as business adviser in light of today’s competitive market­
place. Additionally, it describes symptoms which signal a 
need for organizational change and outlines the factors a 
CPA may consider when evaluating a business’ present per­
formance. Space is provided for imprinting of firm name. 
Price: $17 for 100 copies.
The Accounting Profession in South Africa (product 
number 010128) describes accounting and auditing stan­
dards in South Africa and compares them with those generally 
accepted in the United States. It is the 14th booklet in a series 
on professional accounting in foreign countries. Price: $27.50.
The Management Series is a collection of booklets dis­
cussing key business issues. The publications emphasize 
practical applications and should be of interest to clients of 
practitioners. AICPA members would be interested as well. 
Each booklet costs $8.50; quantity discounts apply.
■ Management of Working Capital (product number 
090060) is an introduction to and overview of working 
capital management. It explores policies, objectives and 
practical tips relevant to managing the components of work­
ing capital: accounts receivable, inventory and accounts 
payable. The booklet also offers managers ways to improve 
profit margins.
■ Financing Your Business (product number 090061) 
explains what business owners and managers should con­
sider when investigating various financing alternatives for 
their companies. It contrasts entrepreneurial and proprietary 
financing, lists sources of funds for both short- and long-term 
financing and describes ways to generate funding internally 
or to solicit loans externally.
■ Managing Business Risk (product number 090062) 
provides business owners and managers with suggestions 
for improving their chances for success by managing all 
elements of risk.
■ Making the Most of Marketing (product number 090063) 
discusses the importance of assessing a company’s resources, 
explains how companies develop marketing strategies tied to 
their goals and shows how product, price, place and promo­
tion all must come together to fulfill a marketing objective.
Revised Statements on Responsibilities in Tax Practice 
(product number 065012) have been issued in a 36-page 
booklet prepared by the Tax Division. The booklet includes 
eight statements and one interpretation. It reflects recent 
revisions to Statement Nos. 6 and 7, as well as the recently 
adopted Interpretation No. 1-1. The revision has been mailed 
to all Tax Division members. Price: $16.00.
The first Statement on Standards for Consulting Services, 
Definition and Standards (product number 055015), has 
been issued by the Management Advisory Services Execu­
tive Committee. The Statement defines six different 
practitioner functions now identified as “consulting ser­
vices,” as well as a CPA’s responsibilities on consulting 
engagements. The Statement becomes effective on Jan. 1, 
1992, and supersedes the Statements on Standards for Man­
agement Advisory Services Nos. 1, 2 and 3, issued in 1982. 
Also, it does not apply to members of the Tax or Personal 
Financial Planning Divisions. Price: $5.00.
To order AICPA products, write to: AICPA Order 
Department, CL1291, P.O. Box 1003, New York, N.Y. 
10108-1003; send your order via fax, 212/575 -  6841; or call 
800/334- 6961, or 800/248- 0445 in New York State. Ask for 
Operator CL1291. The best times to call are 8:30 to 11:30 a.m. 
and 2:00 to 5:30 p.m., Eastern Daylight Time. Prices do not 
include shipping and handling.
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Interpretations Issued, Payment Procedures Changed for Quality Review Program
The Quality Review Executive Committee has approved 
for publication two interpretations regarding standards for 
performing and reporting on quality reviews and has agreed 
to changes in review payment procedures for committee- 
appointed quality review teams.
One of the interpretations of Standards for Performing 
and Reporting on Quality Reviews states that effective Jan. 1,
1992, an off-site reviewer who practices public accounting 
must be associated with a firm that has had a peer or quality 
review. If that firm has had an on-site review, the report on 
that review must be unqualified. If the firm had an off-site 
review, the report must not be adverse or modified for signif-
Majority of AICPA Members Participate in
Commitment to public service is thriving among CPAs, 
according to a survey recently conducted by the AICPA 
Public Service Committee. Fully three out of four AICPA 
members have participated in public service activities since 
becoming CPAs, and their commitment to public service has 
grown over time. In fact, 47 percent of those surveyed indi­
cated that the amount of time they now devote to public 
service is greater than in the past.
According to the survey, 64 percent of the respondents 
devoted a median of 49 hours to charitable work over the 
past 12 months. Interestingly, the median time AICPA 
members devote to public service increases as accounting 
experience increases, doubling from about 35 hours for those 
with less than six years of experience to 71 hours for those 
in the 11- to 20-year bracket. Asked why they volunteer, 
respondents most often cited wanting to help people. Other 
reasons included personal satisfaction, professional responsi­
bility, practice development and networking opportunities.
For more information on AICPA public service activi­
ties, call Joan McLaughlin of the AICPA Communications 
Division at 212/575-5497.
Also, Accountants for the Public Interest (API) is 
seeking accountants to volunteer their time and expertise 
to nonprofits, small businesses and individuals who need 
but cannot afford professional accounting services. API’s 
network of accounting volunteers spans 19 API affiliates 
across the country. Volunteers are needed to assist in the fol­
lowing areas: direct service, such as short-term technical or 
tax assistance; advisory service on financial management,
icant departures from professional standards. The other inter­
pretation states that to perform a firm-on-firm review, an 
individual must be associated with a firm that is enrolled in 
an approved practice-monitoring program.
The review payment procedures will change effective in 
1992 for reviews administered by the AICPA. Starting next 
year, firms will be required to pay 50 percent of the fees for 
committee-appointed review teams before the review begins. 
In addition, team captains will be required to discuss all bud­
get overruns with reviewed firms.
The committee also approved guidelines and illustra­
tions for writing comment letters.
Public Service Activities
budgets and loan applications; and community affairs service 
through workshops and board of directors service.
To volunteer your skills or for more information, write 
to: Accountants for the Public Interest, 1012 14th St., NW, 
Suite 906, Washington, D.C. 20005, or call 202/347-1668.
Planning Your CPE for Success
Effectively planning the 1992-93 CPE year can give CPAs a 
competitive edge in today’s increasingly complex working 
environment. CPE serves two goals: It provides information 
to help members forge ahead in the accounting profession 
and offers the continuing professional education credit 
needed to retain, in most states, the CPA license. CPE also 
is a membership requirement for the AICPA.
This coming year, ending Dec. 31 , 1992, is a “Yellow 
Book” deadline for meeting the two-year CPE requirements 
for auditors responsible for planning, directing, reporting 
or conducting substantial portions of the fieldwork on 
“Yellow Book” audits. Also, AICPA members in industry, 
government and education must complete 60 hours of CPE 
by Dec. 31 , 1992.
Whether your interests are in tax, accounting and audit­
ing, management advisory services, personal development, 
or specialized knowledge and application, there is CPE avail­
able to suit your needs. To be included on the AICPA’s 
priority mailing list for the 1992-93 CPE catalog, write to: 
Alan Coleman, AICPA, 1211 Avenue of the Americas,
New York, N.Y. 10036-8775. You will receive the catalog 
by Mar. 31 , 1992.
Bank Regulators Issue Guidance on Commercial Real Estate Loans
capacity to repay, as well as the income-producing capacityBank examiners have been provided additional guidance on 
the review and classification of commercial real estate loans, 
as guidance was issued in a joint policy statement by federal 
banking regulatory agencies on Nov. 7.
The statement covers loan portfolio review procedures, 
analysis and valuation of troubled loans and collateral val­
ues, and evaluation of loan loss allowances. One key element 
of the statement is that the examiner’s evaluation of loans is 
not based solely on the value of the collateral, but should 
incorporate a review of the borrower’s willingness and
of the property.
The release expands on a Mar. 1 , 1991, policy state­
ment (The CPA Letter, Apr.) issued by the Office of the 
Comptroller of the Currency, the Federal Reserve Board, the 
Federal Deposit Insurance Corporation (FDIC) and the 
Office of Thrift Supervision. Copies of the Interagency 
Policy Statement on the Review and Classification of Com­
mercial Real Estate Loans are available by calling the FDIC 
at 202/898-6993.
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W A S H I N G T O N  A T  A G L A N C E
After discontinuing the program 
because of the frequency of errors, 
the IRS will again provide blank 
Federal Tax Deposit (FI D) coupons, Form 8109-B, to accoun­
tants, tax practitioners and third-party payers. Most errors were 
caused by incorrect names and/or Employer Identification 
Numbers (EIN) entered on the blank FTD coupons. Therefore, 
when using blank Form 8109-B, enter the name exactly as it was 
entered on preprinted coupons by the IRS, or exactly as it appears 
on the notice of assignment of EIN. Be advised that a high error 
rate will result in termination of the program. The IRS agreed 
to reinstitute issuance of blank FTD coupons, to be in place by 
Jan. 1992, after urging by the AICPA Tax Division and others.
To obtain up to 25 copies of Form 8109-B, members must 
send a written order, on firm or company letterhead, to the 
appropriate IRS Distribution Center. The following list will 
direct you to the correct facility: Rancho Cordova, CA 
95743-0001 for Alaska, Ariz., Calif., Colo., Hawaii, Idaho, 
Mont., Nev., N.M., Ore., Utah, Wash. and Wyo.; to P.O. Box 
9903, Bloomington, IL 61799 for Ala., Ark., Ill., Ind., Iowa, 
Kan., Ky., La., Mich., Minn., Mo., Miss., Neb., N.D., Ohio, 
Okla., S.D., Tenn., Texas and Wis.; to P.O. Box 25866, Rich­
mond, VA 23289 for Conn., Del., D.C., Fla., Ga., Maine, Md., 
Mass., N.H., N.J., N.Y., N.C., Pa., R.I., S.C., Vt., Va. and 
W. Va. Members with mailing addresses in foreign countries 
may send requests to either the Richmond, Va., or Rancho Cor­
dova, Calif., address. Those in Puerto Rico should send orders 
to Richmond, Va., only.
In June 1991, the Federal Home 
Loan Mortgage Corporation (Fred­
die Mac) issued its Audit Guide for 
Use by Independent Public Accountants in Audits of Freddie 
Mac Approved Seller/Servicers (Guide). The Guide addresses 
the scope of audits of institutions that sell or service mortgage 
loans under Freddie Mac programs, sets forth certain proce­
dures to be performed and presents required reporting formats.
Among other requirements, approved Freddie Mac seller/ 
servicers must submit annual independent auditors’ reports 
on their financial statements, internal control structures and 
compliance with specific Freddie Mac requirements.
Several practitioners have inquired about the format 
of the compliance report, which differs from the format 
recommended in the AICPA’s Statement on Auditing 
Standards No. 62, Special Reports (SAS No. 62). The for­
mat of the Freddie Mac report is based on the Uniform 
Single Audit Program for Mortgage Bankers (USAP) pre­
pared by the Mortgage Bankers Association of America 
(MBA). The USAP is accepted by many mortgage 
investors and eliminates the need for investors to specify 
their own audit guidelines. The MBA currently is revising 
its USAP to incorporate the provisions of SAS No. 62.
Freddie Mac has stated that pending revisions of the 
Guide, reports prepared using the format specified in either 
SAS No. 62 or the current Guide will be accepted. The 
Guide and the USAP will be revised simultaneously. For 
more information, contact Steve Smith of Freddie Mac at 
703/903-2186.
President Bush has nominated 
J. Carter Beese, Jr., to serve as 
a member of the Securities 
and Exchange Commission (SEC), succeeding Philip R. 
Lochner, Jr. Beese has been a partner with the brokerage 
firm Alex Brown & Sons, Inc. since 1987, having joined 
the firm in 1978. He also serves as a member of the SEC’s 
Emerging Markets Advisory Committee, which was estab­
lished to help developing countries create securities 
markets, and as a director of the Overseas Private Invest­
ment Corporation, which promotes economic growth in 
developing countries by encouraging U.S. investment. The 
term for which Beese has been nominated expires June 5, 
1996. His nomination must be approved by the Senate 
Banking Committee and confirmed by the full Senate.
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